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HALF-MILLION VOLT 


Power engineers, with the cooperation of 
Westinghouse, are now testing out a great 
new “electrical superhighway ”. 
race 500,000 volts—almost twice the voltage 
carried by any transmission line today. 

It may well change the whole geography of 
power in the U.S.A., by developing ways to 
transmit large amounts of power more effi- 
ciently and economically than ever before. 


You have to be sure when you deal with 
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“TRAFFIC COP” 


big power at 500,000 volts. That’s why 
Westinghouse was called on to design and 
build not only this half-million volt lightning 
arrester, but the world’s highesi-voltage power 
transformers and other vital equipment. 
This kind of confidence is the reason 
your local power company depends on 


Westinghouse, too, for much of the equip- 


ment that supplies and protects power for 


your home or factory. 


q 


you CAN BE SURE..1F ITS Westinghot Sq} 


























12 trucks run 9 years on B. F. Goodrich 


Seal-o-matics with just 2 service calls 


A typical example of B. F. Goodrich development in tires 


“TINE years ago,” says Mr. Amos 
R. E uman, Manager of Mc- 
Caulley-Steen & Co., coal and fuel oil 
dealers, Philadelphia, “we changed our 
fleet of 12 trucks from solid to pneu- 
matic tires. We hesitated, even then, 
to make the change because we cannot 
afford delays from flats. To prevent 
flats we installed B.F.Goodrich Seal- 
O-matic tubes and have had only two 
tire service calls in all that time.” 
Nine years of service with only two 
tire delays on 12 trucks! Such service 


is possible because these puncture- 
sealing tubes not only protect against 
punctures and blow-outs, but they also 
hold air better and increase tire life. 
In this tube there is a layer of firm 
but gumlike compound directly under 
the tread and shoulder areas of the 
tire. When a nail or other sharp object 
pierces the tire and tube, it is instantly 
surrounded and gripped tightly by the 
gummy substance. Air cannot escape. 
When the nail is removed, the sealing 
compound is drawn into the hole. 
Some of the sealing material is often 


drawn up into the tire, sealing that 
hole also. 

B. F. Goodrich Truck Seal-o-matic 
tubes often outlast two or more regu- 
lar tubes. They are designed for light 
and medium trucks and buses used in 
city service. They always pay for them- 
selves quickly. See this tube now at 
your B.F.Goodrich dealer’s store. The 
B.F.Goodrich Company, Akron, Ohio. 


B.F. Goodrich 
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News within the News 








ENFORCING THE ANTITRUST LAWS—Activity of the Justice Department is more 
important than ever before, as business looks for guidance on merger and price 
problems. Here, U. 8. News & World Report interviews Attorney General Tom 
Clark, who has started more antitrust suits than any of his predecessors......P. 34 


STINTS 30 VEARG...........0..0000500005: P97 
Three decades ago the Communists were 
a small group of wild-eyed revolution- 
aries. Today, with Premier Stalin at their 
head, they control a fourth of the world’s 
population, a fifth of its area. Here’s an 
article that shows how this expansion has 
occurred, despite opposition of other 
nations. 


PRCE-OROP SIGING.........ccccsesseeess. P. 14 
It’s not easy to find the lower prices, but 
they are showing up more and more. 
Clothing is being priced down. Pennies 
are being cut from grocery prices. Used 
cars are off. Explained here is the pat- 
tern of bargains now appearing. 


SLOWDOWNS IN INDUSTRY........ P. 16 
The wheels of industry, which were spin- 
ning at top speed for war and postwar 
production, now are slowing in some 
cases. Consumers are waiting for lower 
prices in many lines. Result: Layoffs are 
starting, Readjustments are forecast. Full 
impact is expected in early 1949. 


SURPRISE DRAFT FOR MANY........ P. 18 
Trouble in filling draft quotas has led to 
this: Some married men are being taken; 
also some scientists, some wartime 4-F’s, 
some farm workers, some key men in in- 
dustry. It’s a surprising pattern that has 
developed during the first few months 
of the peacetime draft. 


STOLEN) SEGRETS OF U: S............. Poly 
Now we know. The spies found out a 
great deal about the U.S. in 1937-8. It 
was a time when the world was moving 
rapidly toward war. Hitler was threaten- 
ing direct action. Spain was_ boiling. 
China was under attack. The attitude of 
the United States was vital on many is- 


sues, and other nations were interested 
in learning that attitude. 


BERLIN: AN ISLAND....................5: PR: -22 
The “air lift” that flies food and fuel over 
Russian territory to the isolated people 
of Berlin is assuming an air of perma- 
nence. U.S. and Britain may have to 
keep going far into the future, with costs 
possibly reaching $1,000,000,000 a year. 


WILL GEN. MARSHALL STAY?......P. 24 
Despite years of service to his country, 
and a recent operation, Secretary of 
State Marshall is being urged to stay at 
the helm of the nation’s foreign policy. 
Here is a report on the possibilities 
around the top Cabinet post. 


COMMUNIST DRIVE IN ITALY........ P5126 
Revival of the Communists in Italy is 
under way. Election defeat of last spring 
is being overcome. More strikes, slow- 
downs and industrial turmoil are in store 
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COLDS should be treated promptly! They often occur when 
body resistance is low, due perhaps to insufficient sleep, lack 
of fresh air, improper nutrition, or exposure to changes in 
weather. The cold may lower resistance still further and, if 
neglected. may lead to influenza, pneumonia or other in- 


fections 


INFLUENZA, while more serious than a cold, is not usually 
dangerous in itself. It may, however, weaken the system and 
pave the way for other illnesses. fortunately, there is a new 
vaccine which has been used with considerable success 
against certain types of influenza. The doctor may recom- 
mend this vaccine if an epidemic threatens, if a person suffers 
from frequent colds, or if poor physical condition makes 
influenza a special danger. 


PNEUMONIA is still a serious disease that calls for prompt 

diagnosis and treatment. The sulfa drugs and penicillin are 
highly effective in most cases, but they must be given early 
for best results. Your doctor now has a vaccine which 
provides protection against many of the most common types 
of pneumonia. One type of this disease, virus pneumonia, 
does not respond to the vaccine, sulfa drugs or penicillin. 
Although seldom fatal, it should have immediate medical 
attention. 


The best protection against winter ailments is keeping 
in good physical condition. If you catch a cold, try to get all 
the rest you can, eat lightly, drink plenty of liquids, and 
cover your coughs and sneezes so that you will not infect 


others. 








IF FEVER ACCOMPANIES A COLD, 
CALL A DOCTOR IMMEDIATELY! 


COPYRIGHT 1948— METROPOLITAN LIFE INSURANCE COMPANY 


TO EMPLOYERS: 
Your employees will benefit 


Metropolitan 
Life Insurance from understanding these im- 


portant facts about winter ail- 


Com paey ments. Metropolitan will gladly 


{ Y send you enlarged copies of 


(A MUTUAL COMPANY) this adverti + cultabie: fa0 
use on your bulletin boards. 








1Mapison Avenue, New York 10,N.Y. 


TO VETERANS—IF YOU HAVE NATIONAL SERVICE 
LIFE INSURANCE— KEEP IT! 
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Ordinarily our Research Division 
enjoys its job... getsa kick outof | 
sending helpful information free to 
more than 15,000 people who write 
in each year and ask all kinds of 
questions about investments. 

Sometimes, though, they get a job 
they hate—like answering a recent 
memo from one of our managers. 

The memo said a man had just 
come into his office with a list of 
eleven stocks .. . asked if we knew 
anything about them . ... mentioned 
casually that they’d all been pur- 
chased prior to 1921! 

Our manager looked the securi- 
ties over... saw they were all issued 
by little-known companies of many 
years ago... and mentally blessed 
Merrill Lynch for advocating “In- 
vestigate then Invest” so strongly. 
He said he was afraid the companies 
had ‘“‘folded-up,” the stocks weren’t 
worth a penny—but he’d send 
them on to Research and make sure. 

And that was the letter we hated 
to write.* Because the stocks were 
found to be worthless. 

The worst thing about that com- 
plete loss was that it was so unnec- 
essary! Because there are lots of 
sound opportunities for investment 

. sensible securities to fit any in- | 
vestment program... our Research | 
Division to give you the available | 
facts on any industry, stock, or com- 
pany before and after you buy! 

Why not ask Research about your 
own investment problems... geta | 
seasoned check on any securities 
you own now—or may be thinking 
of buying. There’s no charge, noob- | 
ligation. Just send them to— 


Department S-8 


*If you'd like to see it together with a 
copy of the original memorandum from 
our manager, we'll be glad to send it to 
you. It makes pretty sad reading, though. 


MERRILL LYNCH, 


PIERCE, FENNER & BEANE | 
70 Pine Street, New York 5, N. Y. | 
Offices in 96 Cities | 





AMPAIGN PHRASES, hotly uttered, often 
C die slowly. President Truman still 
says, just as firmly as when he was seek- 
ing election, that the congressional spy 
investigation is a red herring. A_ re- 
porter asked him about it at a press con- 
ference, and Mr. Truman was quick to 
revive his campaign words, with an 
added retort that the people on Election 
Day evidently agreed with him. 

As for the House Committee on Un- 
American Activities, which runs the in- 
vestigation, Mr. Truman referred to it 
repeatedly as being ,dead, like most of 
the herring that people see. He obviously 
would welcome an effort to abolish the 
Committee when the Democrats take over 
the House next month. This particular 
Committee has strong support from the 
Democratic South. 

Thinking of this among a myriad of 
questions that reach the presidential 
desk, Mr. Truman also was making 
Christmas plans. It’s to be an_ old- 
fashioned, family Christmas at the Tru- 


man home in Independence, Mo. Mrs. . 


Truman and Margaret are to go ahead 
and get things ready. Mr. Truman will 
join them when he can, but won't be 
able to stay long because there is work 
to be done. He is just sorry that he can’t 
buy his gifts for the family himself, as 
he did in humbler days. 

Christmas is always a big day for 
the Trumans, but a bigger one is coming 
along soon afterward—Mr. Truman’s first 
Inauguration Day. He is planning to ride 
down Pennsylvania Avenue at the head 
of the glittery inaugural parade, then 
watch the rest of it from a comfortable 
reviewing stand at the White House. 

But, before Christmas and inaugura- 
tion, there still were decisions to be 
made, business to be transacted. The 
President was handicapped in dealing 
with world affairs by the absence of Sec- 
retary of State George C. Marshall. He 
waited anxiously for the word from 





BIKINI'S BOMB 
What the public didn‘t know... 


The March of the News___ 





-U. S. Signal Corps 
ARMY COURT MARTIAL 
For Gl's—a better break 


Walter Reed Hospital that the General 
was making a good recovery from his 
kidney operation. 

White House callers brought prob. 
lems to his desk, on which they noticed 
a new decoration, a metal reproduction 
of an election-night headline | saying: 
“Dewey Beats Truman.” The President 
likes that one. 

He doesn’t care too much, however, 
for an idea that Postmaster General Jess 
M. Donaldson brought in, and neither 
will a good many businessmen. Mr. 
Donaldson suggested that the postal 
deficit be reduced by increasing all rates 
except those on first-class mail. But the 
President agrees that the deficit is too 
big and that rates must be raised. 

Mr. Truman fell in quickly, though, 
with a proposal by Army Secretary Ker- 
neth C. Royall that GI’s be given a bei- 
ter break in court-martial proceedings 
He arranged so that enlisted men now are 
eligible to sit as members of such courts, 
if the accused so requests. Only officers 
could serve in the past. 

Other callers discussed with Mr. Tru- 
man a subject the public generally is not 
to learn too much about. It is the official 
report of what really happened at Bikini 
Atoll when the atomic bomb was dis- 
charged there. It is to be suppressed at 
the suggestion of the State and Defense 
departments. 

A reporter suggested there was reason 
to believe that, if security information 
were pruned from the report, those de- 
partments would not object to publica- 
tion. Mr. Truman crisply told him there 
might be objection from the President. 

Dealing with these and other questions, 
Mr. Truman still found time to consider 
the plight of a group of Estonian refugees 
who made their way to the U.S. ina 
small sailing vessel. Under the law, they 
must be deported to a land of Russian 
domination. The President is trying t 
fix things so that they may stay. 
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We call Allegheny Metal ‘‘the time-tested stainless steel’’ because 
it’s the pioneer in America, but time hasn’t really tested it yet. 
Neither we for anyone else knows how long stainless steel will last. 
The earliest installations of Allegheny Metal—made more than 20 
years ago—are just as bright, strong and resistant as when new. How 
can you defeat a metal that doesn’t wear out and can’t wear off? 
@ More important, how and where can you use it to advantage, today? 


Wa&D 2175 


Complete technical and fabricating data—engineering help, too—yours for the asking. 


ALLEGHENY LUDLUM STEEL CORPORATION 
Pittsburgh, Penna. . . . Offices in Principal Cities 
Allegheny Metal is stocked by all Jos. T. Ryerson & Son, inc., Warehouses 


















When the cost of living gets too far out of reach, 
it isn’t good for anyone—customers, or business 
s eure either. For business needs customers, and fewer 

Is the high cost of living acne fh ceo 
So in our business we are doing everything pos- 
way out of sight tor you too? sible to keep prices down and quality up. Key 
men from all our companies meet regularly at a 
round table to plan increased efficiency as well as 
better products. National Dairy research helps 
them bring you top quality at lowest possible 

price. 

Here are some figures which show how milk 
prices compare with food prices, from 1939 to 
1948: 

Increase in cost of food ..... 116% 


Increase in cost of fluid milk... 78% 


Notice that milk has not increased nearly so 
much as the average of other foods. Our profit 
from all of our milk divisions averaged less than 
4 cent per quart of milk sold in 1947—far less 
than the public thinks business makes—and much 
less than the average profit in the food industry. 

Milk is nature’s most nearly perfect food—and 
it gives you more for your money than anything 
else you can eat. We see to it that milk—and 
butter, cheese, ice cream and other products made 
from milk—are pure, nourishing and fine in flavor. 
And we make them available to the largest 
number of people at the lowest possible 
prices. 





An impartial national survey shows that most Americans 
consider 10%-15% on sales a fair profit for business. Com- 
pared to this, the average profit in the food industry is less 
than 5%. And National Dairy’s profit in its milk divisions 
in 1947 was less than 2%. 


NATIONAL DAIRY 


PRODUCTS CORPORATION 
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Maybe somebody has it all figured out, but there's beginning to be doubt 
about whether anybody quite knows where this country is headed at the moment. 

Communists who were supposed to be "contained" by Mr. Truman's doctrine are 
overrunning China with 450,000,000 people. Nobody seems very worried. 

Europe's Communists, however, keep officials in a constant dither. 

Diplomats who won't do business with Communists of Europe now talk of ways 
to do business with Communists of Asia. Communists are "good" and "bad." 

Military men, trying to keep up with the diplomats, insist that it is to 
take more than $15,000,000,000 a year to do their job. They don't think that 
they can do even the European part of the job for that amount of money. 

















ch, Taxpayers, who may wonder about it all, discover that diplomats find it 
ess convenient to argue over the kind of currency Berlin shall have, at an over-all 
wer cost of nearly $1,000,000,000 a year. It's easier that way. 
Only sure thing seems to be that the end product of the present drift is 
ad war, not now, not soon, but in the end. Five years. Six years. Ten years. 
= Peace and how to get it isn't troubling the official thinkers too much. They 
“ operate on the theory, copied from the theories of 1918, that Russia is going to 
Ips blow up inside if only she can be "contained" by a hard-boiled policy. 
- When you think about it, it's a strange sort of world. 
ilk Russia, barely 3 years ago, was the big U.S. buddy. At Yalta and Potsdam 
to she got almost anything she asked for, with few questions asked. Three years 
later Russia is the enemy, with official minds closed on doing business. 
China, then, was the great friend, too. 
Japan was one enemy not long ago, at war with U.S. But today Japan is the 
big U.S. friend, the potential new ally in the Pacific. 
so Germany was the enemy, too. Two wars were fought with Germany. Now the 
fit idea is to build Germany as the big friend in Europe. A little while ago U.S. 
an was helping the Russians defegt the Germans. Now the idea is to help Germans 
: rebuild, take on the job of beating the Russians who would have been beaten by 
y. the Germans in the first place if the Russians hadn't been helped by U.S. 
. 8 It's all very tangled and helps to explain why officials are confused. 
. There is much the same confusion, too, about what is up at home. 
le } Businessmen are under fire, charged with earning too much. Idea is that 
r. business should share its profits more, give more to labor, more to Government. 
st Profits, however, if cut, won't be there to tax. If the profits are not 
le there to tax then the revenue won't be on hand to balance a big budget. And, if 
profits are harder to make, businessmen will use labor more carefully. 
~ Business, supposed to be shockproof, seems shocked a bit now. 
ns Business planning, in the light of tax plans, control plans, plans for 
‘ ¥ pushing fourth-round wage demands, is becoming somewhat more cautious. Jobs are 
8 not offered quite so freely. Expansion plans aren't all going ahead. 
With officials all set to smack down on inflation, there's at least some 
chance that they'll discover themselves in 1949 wrestling with mild deflation. 
f Price supports could take on more drama than price controls. Instead of a big 
N Written for the issue of December 17, 1948, Volume XXV—No- 25 (overt) 
U.$. NEWS & WORLD REPORT (No part of this or any eather page may be reproduced without written permission) y 


b 












NEWSGRAM--TOMORROW-- (Continued) 


attack on profits, the Government might be looking for bigger profits to tax in 
order to get cash with which to pay its bills, avoid borrowing. 
Events have a way of upsetting the best plans of the planners. 


If the slowing in some lines of business does spread during 1949...e.c. 

A setback, or recession, of major importance still is not likely. 

Jobs probably will become a little harder to find. 

Pay raises are not to come so easily. A fourth round is far from sure on 
any broad basis. It is harder to pass on the cost of pay raises. 

Prices of many goods will be under pressure. Bargains are coming back. 

Profits probably are going to come less easily. Any slowing of business, 
no matter how small, is to force many marginal firms into trouble. 

Yet, by any standard, next year is probably to be a good business year. In- 
comes will continue very high. Demand for goods will remain brisk even if not 
up to the peak demand in many lines. Building will be active, although maybe not 
as active as it has been in housing and new plant. 

It's just that the top of the boom, temporarily at least, is passing. In 
the period ahead, buyers are to come back into their own. Sellers still will do 
well, but they will need to operate more efficiently, to watch the corners. 


Reasons why no major setback is being looked for are these: 

Spending by U.S. is in a strongly rising trend. Arms spending, spending 
for foreign aid is just beginning to hit its stride and will rise. 

Public-works spending by States and cities is to rise sharply. 

Payment to veterans of between $1,000,000,000 and $2,000,000,000 as a re- 
fund on insurance premiums is to come after July 1, 1949, and help out. 

Wage levels are firm. Farm prices are to be Supported by Government. 

Auto demand, demand for new houses, demand for steel is to remain high at 
present levels of price for some time. Maybe not everything in these lines will 
sell, but volume is to hold high enough to be a sustaining factor. 

It's 1950 rather than 1949 that may be the real test year. By 1950 most of 
the pent-up demand for new cars may be satisfied. Demand for housing at the 
price level prevailing might not be what it now is. Industry's expansion may 
be slowed. Farm surpluses could really be piled up. If Government then should 
decide to go a bit easier on gifts to Europe or on armament there might be a 
definite test of the boom. For 1949, however, the outlook seems fairly good. 

















George Marshall is expected to stay on as Secretary of State for some time 
at least. Robert Lovett is to stay, too, to run the Department. 

Secretary Marshall is counted upon by Mr. Truman to handle top policies, to 
avoid the strain of day-to-day negotiations. John Foster Dulles then would serve 
as the U.S. representative in active contact with the Russians. 

That's one solution for the problem of running U.S. foreign relations. If 
Mr. Marshall insists upon retirement, however, then the choice of someone to 
take his place will be the object of much pulling and hauling, with no present 
decision on a man for this key position. You get the story on page 24. 








Spy-story moral is this: Left-wingers from now on are to find trouble in 
getting into key Government jobs. The time when Government thought it could 
trust just anybody with just any ideas or associations is passing. 





To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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@ CHAMPION AIR AND WATER HOSES ARE 
BUILT UP TO THE HIGHEST STANDARD, NOT 
DOWN TO A PRICE. ONLY THOSE WHO 
KNOW THE ECONOMY OF QUALITY ARE IN- 
TERESTED IN CHAMPION HOSE. 


Careful “Choosing” by Republic Rubber Distributors 
helps you, Mr. Buyer 


Your distributor of industrial supplies is 
vitally conscious of the fact that he with his 
manufacturers are responsible for the products 
he sells. He chooses with care not only the 
products upon which he can rely but also the 
manufacturers upon which he can depend. For 
these reasons, Republic Rubber Division is the 

POINT NUMBER TWO IN favorite source of many distributors of industrial 
REPUBLIC’S FIVE POINT POLICY supplies. 

Thus, your distributor becomes a good 

source of supply. It will pay you to use his 


‘“ es ° 
A quality of product uniformly selected inventory items. 


good and capable of deliver- 
ing service results that 
should reasonably MECHANICAL RUBBER GOODS BY 


be expected. 
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LEE RUBBER & TIRE CORPORATION ...YOUNGSTOWN, OHIO 
Lee Detuxe Tires & Tubes, Conshohocken, Pa. 
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SOVIET’S 30-YEAR RISE TO EMPIRE: 
GRABBING A FIFTH OF THE EARTH 


Reported from WASHINGTON and LONDON 


New Russian Empire, Commu- 
nist-built, is spreading out. Plan 
to hold Soviet in check is spring- 


ing new leaks. 


Adriatic to the China Sea. It spreads 
over 10,000,000 square miles and con- 
tains 460,000,000 people. Its capital is 
Moscow, whence the Communist organ- 
ization of Mr. Stalin controls 10 European 
countries, half of Germany and_ the 


On the whole, Mr. Stalin is able to re- 
port that the tactics he proposed to the 
Bolsheviks after the first World War are 
working out very well. He announced 
then that the Communists would first 
consolidate their dictatorship in Russia 


uses 
lore Premier Stalin, after small start richest portion of China. and next use Russia as a base for the 
his 30 years ago, now rules a fourth What is more, while other empires are overthrow of other systems of govern- 
P “ 2 shrinking rapidly, the Communist em- ment elsewhere in the world. 
of world’s population, a fifth of pire grows faster and faster. The Com- There was nothing secret about this 
rm the earth’s surface. monwealth of which Britain is a member plan. Mr. Stalin’s statement was pub- 
the Communist expansion is roll- still is somewhat larger than the Com- lished throughout the world. Outside 
to : co a munist empire on paper. In fact, how- Russia, however, it was considered only 
ing on, despite “cold war.’ Any ever, the Commonwealth now is only a the ambitious scheme of a small group 
big break-through that may come loose federation of areas over which — of revolutionaries who were safely “con- 
ced aane London has little real control. Mr. tained” inside one country. 
now means millions more under Stalin’s empire, on the other hand, is tied Empire building, Communist style, 
“ib. Russia’s wing. closely to the orders he issues from the — got off to a slow start in October, 1917, 
nd Kremlin in Moscow. when the Bolsheviks seized power in 
The idea behind the empire, dictated Moscow from a coalition of revolution- 







The plan to contain Communism, to 
wait for Russia to collapse, is getting 
a serious setback in China. Com- 
munists already control the lives of 


aries who had overthrown the Govern- 
ment of the Czars six months earlier. All 
over Russia, anti-Communists challenged 
the right of the Bolsheviks to rule. 


Communism, is carried into 56 countries 
outside the Soviet Union by members of 
Communist parties who total 12,000,000. 








more than 300,000,000 people in Rus- 
sia and in Eastern Europe. Now they 
are swarming over the richest part of 


acountry of 450,000,000 Chinese. 

Premier Joseph Stalin, boss of the 
Communist empire, is in a position 
to give a glowing account of the last 
30 years to his board of Directors. 
In 1918, he was one of a small band 
of Bolsheviks who were “contained” 
by the troops of the world powers— 
surounded and fighting for their 
lives in a small part of Russia. 

Today the Communists, far from 
being “contained,” are expanding 
more rapidly than ever, after pour- 
ing through the open door into 
China. Within a single generation, 
most of it under Mr. Stalin’s man- 
agement, the Communists have 
tuned an idea into an empire that 
rules over a quarter of the world’s 
population and one fifth of the 
world’s area. The map on pages 12 
and 13 shows the advance of Soviet 
dominion, 

Current position of the Commu- 
nists, after 30 years of progress, is 
the best yet. 

The Communist empire extends 
from Central Germany and_ the 
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Millions more, many times the total num- 
ber of Communists, are fellow travelers 
who help the Communist empire expand 
with votes and other assistance. 


HOpOHG Besenee Cranan! 





—Sovfoto 
RED-LETTER YEARS 
...an idea became an empire 


U.S. and British troops were on 
Russian soil, giving support to elements 
hostile to the Bolsheviks. Forces under 
the Bolshevik command: were bot- 
tled up in a relatively small portion 
of Russia, fighting for their lives. 

Victory in Russia came when 
the Allies decided to give up their 
costly campaigns against the Bol- 
sheviks and, instead, to erect a wall 
of alliances around Russia that would 
“contain” Communism. Foreign 
troops left Russian soil. The anti- 
Communist leaders fled into exile. 
By 1921, the Bolshevik Government 
in Moscow was free to consolidate 
its dictatorship in Russia. 

Building a base for future oper- 
ations took the Communist leaders 
nearly 20 years. In that time the 
country was reorganized. Commu- 
nist police worked ruthlessly, crush- 
ing the opposition of peasants to the 
Bolshevik plan. A series of Five- 
Year Plans built up a heavy industry 
which produced materials for mod- 
ern warfare. At the top, Stalin re- 
moved the “old Bolsheviks” who chal- 
lenged his right to dictatorial powers. 

Rapid expansion began in ear- 
nest on Aug. 24, 1939, when Com- 
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munist Russia signed a pact with Nazi 
Germany. Russian troops invaded Poland 
from the east after Germany attacked 
Poland in the west. The Communists 
got half of Poland. War with Finland 
gave the Russian Communists the Isthmus 
of Karelia. Russian troops moved into 
the three Baltic republics of Latvia, 
Lithuania and Estonia and annexed them. 
Rumania was forced to cede Bessarabia 
and Northern Bucovina. 

When Germany and her satellites at- 
tacked Russia in 1941, the Communists 
mobilized Russians for a fierce defense 
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of their homeland. The U.S. gave mili- 
tary aid to Russia. But, at the war’s end, 
the Communists turned again to empire 
building. 

The postwar drive for power by 
the Communists has been swift and 
thorough. 

In Europe, the Communists asked 
for more, much more, than the Western 
powers were prepared to give them. They 
sought conditions of peace that would 
enable them to get control of Germany 
and take a dominating position in West- 
ern Europe. When this was refused, the 


“cold war” between East and West 
began. 

Eastern Europe slid swiftly into the 
grasp of Communists. Yugoslavia, Al 
bania, Rumania and Bulgaria came out 
of the war with the Communists in 
power. Poland, Czechoslovakia and 
Hungary were taken over by Commv- 
nist minorities. The Yugoslav Commv- 
nists are deviating from the Moscow 
line today, but they remain Communists 
and go along with the Communist em- 
pire on world issues. 

Resistance in Europe, sparked by 
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United States aid under the Marshall 
Plan, has slowed down the Communist 
advance to the West. But the Commu- 
nists now are expanding their empire in 
another direction. 

The open door in China, a door left 
open by the inefficiency of Chinese Na- 
tionalists under Generalissimo Chiang 
Kai-shek, now is giving Premier Stalin 
the entry he wants, Through China the 
Communists are driving south toward 
the borders of Southeast Asia, with 
135,000,000 inhabitants, toward India 
with its 390,000,000 people. The ad- 
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dition of all these areas to the Com- 
munist empire would give Moscow con- 
trol over more than half the people of 
the world. 

The cost of all this expansion since 
World War II is turning out to be noth- 
ing like the cost of defending the world 
from the Communists. While the U.S. 
is spending billions of dollars to aid the 
recovery of Western Europe, Russia is 
profiting from her holdings in Eastern 
Europe. In China, the Communists are 
doing much of their fighting with Ameri- 
can arms captured from the Chinese Na- 
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tionalists. American aid to China, which 
has cost $3,600,000,000 since 1939, is 
likely to be a dead loss if the Commu- 
nist advance continues. 

Looking ahead, there is no indica- 
tion that Premier Stalin proposes to 
abandon the tactics that have carried him 
so far, no sign that the Communist em- 
pire is about to collapse. Instead, the 
record of 30 years is leading Moscow to 
proclaim that there are no obstacles to 
Communist expansion all over the world, 
that all other systems are doomed, and 
that “all roads lead to Communism.” 
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BARGAINS FOR CAREFUL SHOPPERS 


Reported from CHICAGO, NEW YORK, SAN FRANCISCO and WASHINGTON 


Bargain hunters, shopping 
around, are finding prices lower 
here and there. A few price tags 
are being marked down. 

Grocery money goes further. 
Family budgets for clothing, some 
appliances, luxury goods can buy 
a bit more, too. 

Retail prices, over all, are to 
stay high compared with prewar. 
But soft spots are showing up in 
some lines. 


A shopper, looking for low-priced 
goods, is beginning to be able to pick 
up a wide variety of bargains. The 
time when anybody could demand al- 
most anything for almost any kind of 
product and get the asking price is 
giving way to a time when the buyer 
can get cut prices for many articles. 

The man who wants a suit of clothes 
can find suits at prices 25 per cent or 
more below their recent tops. It takes 
shopping around, a lot of it. But the 
markdowns are there, in most areas. A 
shirt that cost $4 not long ago can be 
bought today for $2.55 with some care- 
ful exploring. Official figures, slow in 
coming in and being reported as national 
averages, give no hint of real price 
cuts that are occurring. Declines are 
buried under layers of statistics. 

But shoppers do not pay statistical- 
average prices. The family planning a 
winter vacation, for example, finds lug- 
gage at 30 or 40 per cent under recent 
list prices. Better-quality luggage is down 
most. Furs and fur coats for women are 
being marked down as much as 40 per 
cent even before winter has fully set in. 
\ family in the market for furniture 
finds some prices that are lower and, in 
some cases, gets such things as a cabinet- 
model radio thrown in as a teaser to close 
the sale. 

If a used car is wanted, prices are $50 
to several hundred dollars lower on many 
models than they were last summer. In 
some cases television sets are given away 
with every purchase. In others, dealers 
sometimes offer coupons for 100 or more 
gallons of gasoline, free. 

The housewife, shopping for groceries, 
can get eggs for a few cents less, with a 
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prospect of still lower prices now that 
eggs have passed a seasonal peak. She 
finds butter that sold for 94 cents a 
pound early in 1948 selling now for less 
than 80 cents in most places. Round steak 
is available at 93 cents a pound—or less— 
instead of $1 and higher. 

Or if it is clothing the housewife wants, 
she gets a break by careful shopping, too. 
Women’s cloth coats are down $5 to $10 
from a year ago. Percale dresses are 
marked down slightly on the average— 
from $3.42 to $3.38—and sharply in 
some stores. 

Electric power, on the other hand, is 
costing a bit more. So is telephone serv- 
ice. And carfare in many cities is up from 
8 or 10 cents a few months ago to 13 or 
15 cents now. Rent creeps up little by 
little. Power actually had gone down in 
price during the war. 

Coal, too, costs more than it did— 
$21.60 for a ton of hard coal delivered, 
compared with $19.90 early in 1948. Fuel 


oil and gasoline also are higher in price. 
New automobiles are higher than they 
were and are still rising in price, New 
1949 models carry price tags that are 
$50 to $150 higher. 

What it all ads up to is this: 

Prices are showing some rather clea 
patterns, Raw materials—which go into 
the products that consumers buy—haye 
declined drastically in some _ instances 
Real declines, ranging from 13 to 55 per 
cent in a year or less, are limited largeh 
to farm commodities, as the chart on page 
15 shows, 

At the same time, prices of metals and 
some other mine and _ tactory products 
still are rising. As a result, consumers are 
buying cars, washing machines and other 
heavy products at prices that tend up. 
ward, But the rising trend at retail again 
lags behind the wholesale trend. And, in 
many stores all over the country, retail 
merchants are reducing prices on some 
of these products, instead of raising them, 





GOODS THAT COST LESS 


(U.S. averages) 


1948 High Latest 
WHOLESALE 

Wheat, bu. $ 3.07 $ 2.34 
Corn, bu. 2.81 1.45 
Cotton, lb. 386 323 
Wool, lb. 2.015 L-vio 
Hides, Ib. 378 .270 
Steers, 100 lbs. 36.63 30.25 
Hogs, 100 lbs. 31.20 VAS. 
Lard, lb. 400 .182 
Butter, lb. .888 645 
Cheese, daisies 565 43 
Eggs. (medium 

white ) doz. .665 0D 
Sugar, 100 lbs. 6.30 5.73 
Potatoes, 100 lbs. 5.00 3.25 
Canned tomatoes, 

doz. 1.50 M27 
Cottonseed oil, Ib. .412 WA 
Cocoa beans, lb. 535 325 
Print cloth, yd. 282 .158 
Rubber, lb. .258 .182 
Southern pine, 

1,000 ft. §2.00 70.00 

RETAIL 

Flour, 5 Ibs. 544 476 
Round steak, Ib. 1.01] 93 
Pork chops, lb. 92 83 
Leg of lamb, Ib. 79 70 
Butier, lb. 94 Sit 
Lard, lb. 356 29 
Oleomargarine, lb. 44 40 
Dress, percele 3.42 3.38 
Business shirt 1.10 3.95 
Pajamas, men’s 4.50 3.95 
Vacuum cleaner 66.25 65.00 





GOODS THAT COST MORE 
(U.S. averages) 
1948 Low Latest 
WHOLESALE 
Steel, ton $ 45.00 $ 58.24 
Iron, ton 42.98 51.56 
Lead, Ib. AD 215 
Copper, lb. 215 235 
Tin, lb. 94 1.03 
Zinc, lb. .105 ATS 
Coal, ton 8.03 9.20 
Newsprint, ton 96.00 100.00 
Oak flooring, 

1,000 ft. 173.00 187.00 
Cement, bbl. 2.67 2.96 
Brick, 1,000 27.50 33.00 
White lead, lb. .1625 2210 

RETAIL 
Man’s suit 50.00 55.00 
Man’s shoes 8.50 8.95 
Sheets 2.50 2.59 
Rayon dress 19.10 19.95 
Sewing mach. 154.00 165.00 
Refrigerator 228.00 240.00 
Gas stove 97.50 132.00 
Coal, soft, ton 13.70 15.10 
Coal. hard, ton 19.90 21.60 
Gasoline, gal. .239 252 
Liv’g-rm. suite 250.00 259.00 
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Where Prices Have Skidded Most 


WOOL TOPS STEERS 
tL) (100 Ibs.) () 


COTTON WHEAT 


BUTTER 
(bu.) U8) 


HOGS HIDES 
(100 Ib.) tL) 


4S * 


COTTONSEED LARD 
(tank car) tl) 


6 oe 


‘e 





POSTWAR HIGH 


DROPPED 


13% 


DROPPED 


17% 


DROPPED 


187% 





DROPPED 


257 


DROPPED 


217% 


DROPPED 





DROPPED 


DROPPED 


48% 


DROPPED 


497 


DROPPED 


5% 








Source: BLS 


That is the broad picture of prices, as 
they fall into groups that have different 
trends, In more detail, here is what the 
consumer finds: 

Foods made from farm products re- 
quiring the least processing are showing 
much of the break in farm prices. But 
meat and other animal products that 
take months or years to produce after 
feed prices drop have barely begun to 
reflect that drop. 

Flour now is bought at the grocery 
at 48 cents or less for five pounds. It 
dropped from 54 cents while wheat was 
falling the 25 per cent shown in the 
chart. 

Bread, however, still costs the house- 
wife 14 cents for a pound loaf. Flour 
makes up considerably less than half the 
cost of bread. Labor, wrapping materials 
still cost more. 

Oleomargarine has dropped 11 per 
cent in price, following the drop in 
cottonseed oil and other ingredients. 

Pork chops, at the same time, are 
bought by the housewife at a smaller 
saving, as the table on page 14 shows. 
The 48 per cent decline in corn prices is 
not to show up clearly in hog and 
pork prices till late in 1949. Similar 
trends hold for beefsteaks, leg of lamb, 
butter, cheese, eggs and chickens. All 
are available to the housewife now at 
some savings, But the real reductions 
still are to come. 
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Clothing, meantime, is being reduced 
far more sharply in individual stores than 
any national average shows. Men’s busi- 
ness shirts, marked down from $4.10 to 
$3.95 on an average basis, are being 
slashed drastically by many merchants— 
to as little as $2.55 for the same shirt. 
Broad declines in cotton goods, after an 
18 per cent drop for cotton itself, are still 
to show. Pajamas, men’s shorts, house 
dresses, all are being sold to buyers 
at big savings to them in stores that 
are overstocked. But broad reductions 
are coming slowly, as the table on page 
14 shows. 

Refrigerators and some other ap- 
pliances are being marked down by re- 
tailers in many places, in the face of 
higher costs of steel and other materials 
that go into these products. A large mail- 
order chain is trimming refrigerator prices 
2 to 10 per cent, with independent deal- 
ers in New York City following the lead. 
Radios are 10 to 25 per cent below their 
prices of a year ago. Vacuum cleaners 
already are reduced on a broad enough 
basis to show up in the table of national 
averages. 

What is happening on these consumer 
durables is that the retailer is being pres- 
sured by his price-conscious customers. 
The merchant, in many cases, is cutting 
his prices and then, in turn, pressing his 
manufacturer for price concessions, In 
many appliances, and some furniture 
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items, those concessions are coming 
through, if slowly. 

New homes, too, are being marked 
down by builders in many cities that 
have seen rapid building since war ended. 
Reductions being made on houses that 
are slow to sell are showing up most 
often in the $12,000-to-$17,000 range. 
Luxury homes still bring record prices in 
most metropolitan areas. And low-cost 
homes—at $9,000 or less—still are in big 
demand. Some prospect for generally 
lower home prices, however, appears in 
the table in the form of declines in prices 
of some building materials. 

Lumber, now plentiful, is backing up 
at the mills and turning down in price. 
The table shows what has happened to 
Southern pine. Douglas fir, too, is off in 
price, 10 to 15 per cent in lower grades. 
And recent declines in the wholesale 
price of paint materials, if continued, 
are to appear eventually in the retail 
price of paint. Most building materials 
that take steel and other metals, how- 
ever, are to hold up in price while those 
metals are critically scarce. 

Broad declines in prices of the sort 
that will show up clearly in the cost of 
living are to come slowly, so long as 
incomes and demand remain high. But, 
in the meantime, shoppers who look 
around are to continue finding bargains 
that. will help materially in stretching out 
the family income. 
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Spotty Slowdowns in Industry 


Slowdown is beginning to 
touch Midwestern factories. Or- 
ders are dwindling a bit as buy- 
ers wait for lower prices. 

Employment stays high. But 
layoffs, production cutbacks are 
showing up. Some factories are 
in trouble. 

Trend is toward a return of 
competition for customers, an end 
to sellers’ market. Price is the big 
factor just ahead. 


Factories throughout the interior of 
the country are slowing down a bit. 
Manufacturers, like merchants, feel the 
effect of many consumers waiting for 
lower prices. That waiting attitude 
cuts down retail sales, leads merchants 
to reduce orders for manufacturers’ 
products. The results appear among 
highly diversified industries of the 
Middle West in shrinking backlogs of 
orders, some production cutbacks, 
scattered layoffs of workers. 

To resist this slowing down, a few 
manufacturers are responding to insistent 
pressure from consumers and retailers by 
reducing prices. A greater number talk 
of lowering prices a little later. At least as 
many others, apparently, will cut back 
production instead and concentrate more 
on their cheapest lines. All are preparing 
to fight for a share in next year’s markets. 

The upshot is that early 1949 promises 
to be a period of extensive adjustments in 
production and in prices. Over-all volume 
of activity, however, apparently is to be 
maintained not far below recent boom 
levels despite unsettling changes. Slacken- 
ing demand affects more and more kinds 
of goods. But the effect largely is offset, 
thus far, by unflagging or only slightly 
diminished activity in factories making 
basic iron and steel products, automo- 
biles, heavy electrical equipment, con- 
struction machinery and key building 
materials. 

These and the other lines of industry 
showing exceptional strength account for 
about 70 per cent of total manufactur- 
ing employment in the Illinois-Indiana- 
Wisconsin-Michigan-Iowa area. By com- 
parison, only about 10 per cent of 
employment is concentrated in industries 
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Reported from CHICAGO 


experiencing a substantial falling off in 
demand for their products. 

Though weaknesses seem sure to 
spread, as additional industries use up 
their backlogs of demand, scarcely any- 
one expects this to overbalance the ele- 
ments of strength in manufacturing. 
Workers laid off usually find other jobs, 
stay in the market for goods and thus 
help to sustain the boom. That leads most 
informed observers in the region to look 
for very good business next year. 

Hundreds of manufacturers are being 
sounded out privately by large business 
firms for their views as to the slowdown 
in retail sales that started a few weeks 
ago. The manufacturers, for the most part, 
foresee a sharp competitive struggle for 
sales, some gradual reduction of prices, 
smaller margins of profit. 

“But they don’t see the bottom falling 
out,” as one executive summed it up. 
What seems to be indicated, instead, is a 
lot of very painful recessions for many 





individual manufacturers, with little, if 
any, over-all recession. 

Cutbacks, often accompanied by 
layoffs, appear in a wide variety of jp. 
dustries, including those producing shoes. 
rubber goods, textiles, leather goods and 


luggage, office machines, paper and 
paperboard products, machine _ tools 


some chemicals, drugs, men’s clothing 
radios and scientific instruments. : 
Western Electric Co. Inc., has laid 
off 775 employes in Chicago plants as it 
has begun to catch up with the enormous 
demand for telephone equipment. An 
automobile-accessories company in I]l- 
nois dismissed 400. Even food-products 
plants have curtailed operations, in some 
recent instances, as sales dropped. 
- Many iron foundries in such States 
as Ohio and Michigan have shortened 
their work week. They report a rather 
sharp falling off in new orders for cast- 
iron parts, which may foreshadow fur- 
ther contraction in durable-goods output, 





Automobile Manufacturers Association 


INDUSTRIAL STRENGTH 
Auto production is offsetting cutbacks in other fields 
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In home appliances, there is con- 
spicuous curtailment. An Ohio appliance 
manufacturer, for example, making wash- 
ing machines, ironers, vacuum cleaners 
and dishwashers, laid off 300 workers 
yd reduced factory operation to four 
days a week. One Chic: ago washing-ma- 
chine manufacturer laid off 500 workers; 
another, 400. One of these plants is ex- 
pected to shift to arms orders. 

Furniture manufacture is slowing 
down, too, in centers such as Grand 
Rapids, Mich. Producers have been hit 
bya wave of order cancellations, some of 
which they apparently are accepting. 
Two basic causes usually are re- 
ponsible for the slowdowns, according to 
authoritative surveys. Family budgets 
cannot be stretched any further in more 
and more cases, and backlogs of abnor- 
mal demand have disappeared in most 
lines. 
Some goods are not yet affected much. 
Demand for new cars remains very large 
and is getting an additional fillip from 
introduction of new models. Farm-ma- 
chinery manufacturers count on a con- 
tinued big volume of sales even though 
buyers are more selective and competi- 
tion grows keener. Producers of key 
building materials such as steel pipe and 
plumbing and heating equipment have 




















run into nothing more adverse than some 
revival of competitive selling, a bit of 
price shaving on supplies for big con- 
struction jobs. Actual shortages persist in 
cement, steel pipe and certain kinds of 
hardware. 

Total employment appears to be 
affected only slightly by the drop in 
manufacturing. Actual job scarcity result- 
ing from layoffs reported so far is con- 
fined to medium and small-sized indus- 


trial cities. Kokomo and _ Logansport, 
Ind., Muskegon, Mich., and Manitowoc, 
Wis., are examples. 

In the Chicago area, where most lay- 


offs have been in appliances, radios, 
candy and women’s clothing, most dis- 
placed workers have found jobs in other 
factories. Two steel companies say they 
could use 2,300 laborers. Indianapolis 
and Milwaukee have seen no persistent 
drop in total employment. 

Arms contracts are expected to create 
close to 200,000 additional jobs in this 
five-State region next year. That will help 
to take up any employment slack that 
develops. 

In production and sales, however, 
effects of the manufacturing slowdown 
are noticeable and point to more and 
far-reaching changes next year. 


Already some manufacturers, deter- 
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INDUSTRIAL OUTPUT 
Manufacturers are preparing to fight for 1949's markets 
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mined to keep inventories down, show a 
tendency to ship ahead of scheduled de- 
livery. Large buyers are discouraging 
that. 

Marginal producers, caught by high 
production costs and dwindling markets, 
are trying to hold prices at levels that 
sales authorities say are too high to at- 
tract mass buying. Indications are that 
producers in this group will cut back 
their output before reducing prices ap- 
preciably. 

Successful manufacturers, on the 
other hand, contemplate radical cost 
cutting, especially in metal products. 
That is to be made possible chiefly by 


new, highly mechanized plants soon to 
reach full operation. Along with new 
tools they have acquired, these more 


fortunate manufacturers are attaining a 
greater labor productivity. They antici- 
pate lower prices for materials, too, All 
these economies are counted on to main- 
tain profits whatever course prices take, 
and even if sales fall off considerably. 

Cost cutting of this nature, freely pre 
dicted in such lines as appliances, auto- 
mobile parts, farm machinery and 
electrical equipment, points to a coming 
“shakeout” of producers less favorably 
situated. 

Easing steel supplies will help this cost 
cutting. The easing in steel is attributed 
to lower output of home appliances and 
some other metal products. A number of 
manufacturers, who used to buy steel in 
the gray market, now get by on their 
mill supplies alone. 

Government influence is counted 
as a sustaining force, on the whole. Man- 
ufacturers find that aid and arms pro- 
grams, the last tax reduction and liberal- 
ization of mortgage-credit terms all have 
exerted upward pressure on prices. Most 
of them seem to be coming around to 
the idea that a continued Dc:mocratic 
Administration will make little difference 
to business. 

Though a few persons are exceeding] 
fearful of an excess-profits tax, more 
expect instead a moderate increase in the 
corporation tax rate or no tax rise at all. 
Expectation of controls on materials ap- 
pears to have evaporated. 

A majority of the businessmen reveal- 
ing their plans are going ahead with 
plant and equipment outlays they had 
projected before the election. Some are 
holding up plans until they get more 
light on tax policy and other factors. 

What is clearest in the manufac- 
turing picture is that assured sales are 
ended in most goods, and competition is 
again enthroned. That means a lot of 
adjustments ahead in production, em- 
ployment and prices. There is growing 
recognition that success of individual 
firms is to depend more and more on 
satisfying the consumer about prices. 
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Surprise Draft for Many: 
Deferment Claims Pile Up 


Draft is taking those who least 
expect it. Deferments, easy to get 
on paper, are not always keep- 
ing men out of the Army. 

Some married men, scientists, 
merchant-marine veterans, farm- 
ers, wartime 4-F’s are being 
called up to fill local quotas. 

Borderline cases go into uni- 
form. Cutback in draft does not 
remove the threat of induction 
for nonveterans. 


Draft, even with monthly quotas cut 
far back, is to remain a real concern 
for U.S. vouths. Individuals are learn- 
ing that reasons for their deferments, 
while easy to find, may not provide 
real assurance against drafting. 

Draft boards all over the country are 
running into trouble. As the new draft 
is working out, local boards are discover- 
ing that nearly everyone can claim defer- 
ment under the present law, so that 
borderline cases are being taken in or- 
der to fill quotas for the Army. Result is 
that Selective Service is starting to induct 
many youths who were physically dis- 
qualified during the war, who are mer- 
chant-marine veterans, or who hold re- 
sponsible positions in industry. 

Who’s being taken by the draft 
now is important as an indication of how 
Selective Service may be expected to op- 
erate in the period ahead. Top age 
brackets of 25 and 24 are being culled 
over at this time, with lower age brackets 
to be taken as older groups are used up. 
From these first few months of peace- 
time drafting, employers and younger 
men are being shown the following pat- 
tern of inductions: 

Married men, in some cases, are be- 
ing drafted when youths are married be- 
tween the time they are classified by 
their local boards and the time of actual 
induction. Marriage turns out to be 
usually, but not always, a basis for de- 
ferment. 

Scientists, particularly those just out 
of college, are among vouths being 
drafted. This includes some chemists, 
physicists and engineers who are not 
classified as “essential workers” by their 
local boards. No blanket deferment for 
scientists is being given. 
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Merchant-marine veterans are being 
taken by most local boards, with no de- 
ferment given for wartime service on 
merchant ships. No ruling to cover these 
youths has been made by Selective Serv- 
ice, so local boards are considering them 
nonveterans. 

Wartime 4-F’s, men who were de- 
ferred during the war for physical or 
mental reasons, are being drafted in some 
cases. Physical requirements for the 
Army are about the same as in 1944, but 
the health of many 4-F’s has improved 
enough to make them eligible. Draft 
examiners, too, are less strict about ner- 
vous disorders, on the theory that Army 
life involves less danger of mental crack- 
ups now than in wartime. 

Farm workers are being drafted in 
sizable numbers by some Selective Serv- 
ice boards, sparingly by others. Owners 
of farms, it appears, must convince local 
board members that their workers cannot 
be replaced, and are needed to help mar- 
ket a considerable amount of farm prod- 
uce, before those workers can be as- 
sured of deferment. 

Key men in industry are being in- 
ducted in a few cases. Youths with re- 
sponsible positions with firms are not all 
being deferred. It turns out that a firm 
must convince the local board that the 
worker is irreplaceable and _ indispen- 
sable, and often the firm must follow 


through with more than one petition. 
Draft, thus, is taking many youths 


——, 


who had considered themselves defer; 
by law or by draft regulations. Outlog, 
is for little change in Selective Servi 
policy as long as local boards have ; 
search hard for enough eligible youths; 
fill their quotas. Chances that the drj 
will stop entirely, too, are slim, ey 
though Army quotas have been redug 
and the other services are not ysj 
draftees. Draft is still considered neces 
sary to provide impetus for volunteering 

How to appeal, therefore, js jp. 
portant to all those youths not clear) 
exempt by being veterans, — studeni 
fathers, or married men prior to class. 
fication. Method now being used is thi 

Local appeal board may be petitione) 
through an individual's local draft boar 
if he believes a legitimate basis for ¢p. 
ferment has been overlooked or tume( 
down. Method is to fill out a special ap. 
plication, attach supporting documents 
from his employer or his records, the 
file these papers with the draft board, 

If the local appeal board turns dow 
this petition by less than a unanimoys 
vote, the youth may make a final appei 


to the President within 10 days. Thi 


requires no special form, and the write 
appeal with supporting evidence may b 
filed with the local draft board and for 
warded by the board to Washington, 
Even with these provisions for appeil: 
ing board decisions, the peacetime drat 
is to remain a greater concern for U.$. 
youths than is indicated by the size of 
induction quotas—to be cut in Februan 
to 5,000 inductions a month from 4,000 
local boards. This will be particular) 
true in the early months of 1949, befor 
the lower age brackets of 19, 20 and 2! 
become eligible for drafting. During that 
period, youths taken by the draft ar 
likely to be those who least expect it. 
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e+.» prewar requirements with postwar variations 
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STOLEN SECRETS OF THE U.S. 


Success of Spies. Are They Still Active? 


Spy stories, now unfolding, 
mean Russian agents were oper- 
ating deep inside U.S. Govern- 
ment in prewar years. 

Moscow leaders, fearing Ger- 
many and Japan, looked every- 
where for secret plans. Spying in 
Washington proved productive. 

Big question for investigators 
now is a link with the past: Do 
spies still have access to U.S. 
codes and secrets? 


The story of spy operations inside 
the United States Government, put 
into focus on the basis of revelations 
to date, is this: 

Spies were busy, and getting results, 
during 1937 and 1938, at least. In those 
years they obtained highly secret docu- 
ments from the Department of State. 
There is an implication that they were 
successful, as well, in obtaining informa- 
tion in the military establishment. 

The spy story, as it is unfolding, relates 
directly to a prewar period and only in- 
directly to the war period or the present 
time, The years involved were those dur- 
ing which Hitler was moving into Aus- 
tia) when he was building toward 
Munich and domination of Czechoslo- 
vakia, They were the years, too, when 
Japan was making a test of Russia in 
Manchuria. 

Spying of war years, so far as it has 
been brought to light, is not yet supported 
by tangible evidence. The activity of pre- 
war years, however, leaves the implica- 
tin—which investigators stress—that sim- 
ilar activities continued, probably on an 
expanded basis. It is just that the evidence 
isnot so definite. 

What happened in the pre-Munich 
period of spying, at least in some part, 
now is being outlined by revelations made 
by Whittaker Chambers, a former editor 
of Time magazine. Secret documents, 
brought forward by Mr. Chambers in de- 
fending himself in a slander suit brought 
by Alger Hiss, are the basis of further in- 
vestigation by a federal grand jury in 
New York City and by the Un-American 
Activities Committee of the House of 
Representatives, 

Mr. Chambers is providing evidence 
that espionage was going on in the pre- 
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~Talburt in Washington Daily News 


“WHAT DO YOU MAKE OF IT, 
MY DEAR WATSON?’ 


war period, with real results. He has 
testified that he was a “courier” in a 
Communist organization of that period. 
He also has testified that he broke with 
the Communists during the first half of 
1938. What he now is revealing, there- 
fore, does not cover the war period. 

Melodrama entered the case when 
Mr. Chambers late at night led investi- 
gators for the House Committee to a 
pumpkin on his farm near Westminster, 
Md. This trip followed a conference of 
Mr, Chambers with Representative Nixon 
(Rep.), of California, a member of the 
Committee, and Robert E. Stripling, its 
chief investigatér, From the pumpkin, 
Mr. Chambers produced several rolls 
of microfilm—three of them still undevel- 
oped—on which some 200 pages of secret 
documents had been recorded. Included 
were three handwritten memoranda 
based on documents even more secret. 
These “pumpkin papers” were in addi- 
tion to 65 documents Mr. Chambers al- 
ready had produced in response to ques- 
tioning by attorneys for Mr. Hiss. 

Mr. Chambers accuses Mr. Hiss, a for- 
mer State Department official who now is 
president of the Carnegie Endowment for 
International Peace, of having removed 
some of the documents from the State 
Department long enough to be repro- 
duced. Mr. Hiss denies this charge. Two 


other individuals also have been named 
by Mr. Chambers in this connection. One 
of these is Henry J. Wadleigh, former 
State Department employe and until re- 
cently an economist employed by the 
Italian Government. He denies having 
been a Communist, but has refused to 
answer many of the Committee’s ques- 
tions. 

The problem immediately arose as to 
whether contents of the documents them- 
selves should be made public. Both Sum- 
ner Welles, who was Under Secretary of 
State during the 1937-38 period, and 
John E. Peurifoy, present Assistant Sec- 
retary of State, declared that, even now, 
their publication would be prejudicial to 
U.S, interests, or even dangerous. Later, 
the State Department permitted publica- 
tion of some of them. 

Enough now is known about the na- 
ture of the documents to put the story 
into focus against the background of 
what was happening in the world in the 
years leading up to the war. 

Around the world, during the pre- 
war period, Russian agents were making 
constant efforts to find out what the 
other great powers were doing. Thesé 
efforts were stepped up in 1937, as the 
international situation grew more tense 
and Russia found herself menaced by 
Hitler’s Germany on the west and by an 
expanding Japan on the east. 

Russian leaders, in that period, were in 
a state of alarm over the trend of affairs 
in the world. 

Inside Russia “purge” trials were un- 
der way. Hundreds of thousands of per- 
sons were being liquidated out of fear 
that they dissented from the viewpoint of 
the regime. Marshal M. N. Tukhachevsky, 
Vice Commissar of Defense, was executed 
after the Russian courts had decided that 
he was conspiring with the Trotsky wing 
of the Communist Party and with the 
German Government to murder Russian 
officials and to turn over the Ukraine to 
Germany. 

Outside Russia this was the pre- 
Munich period. In Britain, diplomats 
were operating on the theory that Hitler 
was getting prepared for aggression. They 
hoped to turn his thoughts of aggression 
away from the West and toward the East. 
This period reached its culmination at 
Munich on Sept. 30, 1938, when Britain, 
France and Italy bowed to Hitler’s de- 
mand for annexation of the Sudetenland 

of Czechoslovakia. Neither Czechoslo- 
vakia nor Russia was invited to the meet- 
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ing and the decision was regarded as a 
defeat for both. 

The testimony of Mr. Chambers, and 
the documents that he has offered in 
evidence, concerned the period betore 
Munich. It was in the first half of 1938 
that Mr. Chambers claims to have broken 
with the Communists. The implication is 
that the secret papers that he retained— 
at least those that now are back in the 
hands of this Government—did not in 
fact reach the hands of the Russians. 

For the Russian leaders, confidential 
reports received in Washington from for- 
eign capitals could be invaluable in pro- 
viding inside information on what the 








~Harris & Ewing 


HUNTERS: STRIPLING & NIXON 
. . . into focus—implications 


various powers really were planning to 
do. Also, any documents relating to U.S. 
policy could throw light on whether this 
Government expected to intervene in 
Europe or the Far East. If the U. S. was 
agreeable to the effort to appease Hitler, 
or to turn his attention away from the 
West and toward the East, knowledge of 
that fact would be of great value to the 
Russian leaders. 

The Chambers testimony now indi- 
cates that, to obtain such documents, the 
Russians used an underground network 
of U.S. Communists who were loyal pri- 
marily to Russia. Mr. Chambers has testi- 
fied that, during this period, he did act as 


-—Acme 


WITNESSES: PEURIFOY & WELLES 
... into history—codes 


part of a ring that sought to supply Rus. 
sia with the the information it wanted. 

The Chambers charge that Alger Hig 
played a part in the Communist plans hys 
given rise to the present controversy and 
to the slander suit that Mr. Hiss ha 
brought against Mr. Chambers. Mr. Hiss 
on his part, now as last summer, has 
denied “without qualification” the charges 
brought against him. 

Mr. Hiss was described by Mr. Cham. 
bers last August as one of a group of 
seven or eight Government officials who 
were alleged to be the nucleus of a Com. 
munist underground operating inside the 
U. S. Government in 1937 and 1988. The 
function of this group, as described by 
Mr. Chambers, was mainly to infiltrate 
the U.S. Government, rather than espj- 
onage. He said: “I should perhaps make 
the point that these people were specif. 
cally not wanted to act as sources of in. 
formation. These people were an elite 
group, an outstanding group, which it 
was believed would rise to positions , , , 
in the Government, and . . . would be of 
very much more service to the Commu- 
nist Party.” 

Background of individuals involved 
has had only casual attention, as charges 
and denials and countercharges have 
been flying back and forth. 

Whittaker Chambers, in testimony 
before the Committee on Un-American 
Activities of the House of Representa. 
tives, gave his age as 48. He was born in 
Philadelphia. He testified that he joined 
the Communist Party in 1924 in New 
York City and served ac a paid function- 
ary of that party. He testified that he left 
the party in 1938 and reported to Gov- 
ernment authorities many of the things 
he had learned as a party member, For 
nine years, Mr, Chambers worked for 
Time magazine, part of that period as a 
senior editor, resigning on December 10 
of this year. 

Alger Hiss is 44 years of age, on the 
basis of testimony given to the same Con- 
mittee, Mr. Hiss was born in Baltimore. 
He was graduated from Johns Hopkins 
University in 1926 and from Harvard 
Law School in 1929, Immediately after 
graduation from law school, he served for 
a time as secretary to Justice Oliver Wen- 
dell Holmes of the U.S. Supreme Court, 
before entering private practice in New 
York City. In May, 1933, Mr. Hiss came 
to Washington as assistant general counsel 
of the Agricultural Adjustment Adminis- 
tration. In 1934, he became counsel for 
the Senate committee headed by Senator 
Nye then investigating the munitions in- 
dustry and seeking to disclose whether the 
munitions industry inspired war. It was in 
1936 that Mr. Hiss entered the Depatt- 
ment of State, where he served until Jan- 
uary, 1947. 

In the State Department, Mr. Hiss 
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WHITTAKER CHAMBERS 


started his service as special assistant to 
Francis B, Sayre, then an Assistant Sec- 
retary of State and now U.S. delegate to 
the United Nations Trusteeship Council. 
It was several years after 1938 that Mr. 
Hiss moved into higher circles of the 
Government. As a special assistant to Leo 
Pasvolsky in the State Department, Mr. 
Hiss, in the spring and summer of 1944, 
helped to prepare the original draft of 
the United Nations Charter. Later that 
year, he was executive secretary of the 
Dumbarton Oaks Conference. Early in 
1945, he helped to work out the voting 
formula for the Security Council, which 
President Roosevelt took to Yalta and 
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ALGER HISS 
Principal witnesses before grand jury and committee 


put into final form. 


now holds. 


This. telegram must be 
closely paraphrased 
before being communie 
cated to anyene (D) 


Secretary of State 


Washington 





which was there agreed to by Prime Min- 
ister Churchill and Premier Stalin. Then, 
in the spring of 1945, he was secretary- 
general of the San Francisco Conference 
at which the United Nations Charter was 


Thus, Mr. Hiss played a very important 
part in shaping the United Nations, Out 
of that experience he gained recognition 
and a recommendation from John Foster 
Dulles that he be named to the Presi- 
dency of the Carnegie Endowment for 
International Peace, a position that he 


The full story of spy charges, denials 
and countercharges might be brought out 


at some future time in slander and libel 
suits growing out of present accusations. 
Or that story might come from Govern- 
ment prosecution of individuals or groups 
of individuals whom it may charge with 
violation of federal laws. There is an 
almost equal chance that the full story 
may never be told. 

Members of the House Committee on 
Un-American Activities say that a charge 
of perjury might be entered by the Gov- 
ernment if any recent testimony should 
prove to have been false. Charges grow- 
ing out of attempted espionage back in 
1937 and 1938, however, run into the 
federal statute of limitations. To make 
such charges stand, it would be necessary 
to prove that an offense had been com- 
mitted within the last three years. Fed- 
eral laws provide for imprisonment up 
to 10 years and fines up to $10,000, 
as punishment for wilfully giving out a 
diplomatic code or for disclosing informa- 
tion affecting national defense, with in- 
tent to injure the United States. 

An important question growing 
out of the recent disclosures is this: What 
is the situation now, as to the security of se- 
cret documents and codes? On this point, 
Under Secretary of State Robert A. Lovett 
says that present methods of protection 
used by the State Department are much 
tighter than those in effect 10 years ago, 
Coding and decoding of messages now 
is done by machine, with the result that 
codes are much harder to break than once 
was the case. Also, the use of machines 
makes it possible to change codes much 
more often. Mr. Lovett is convinced, 
therefore, that any would-be spies trying 
to steal U.S. secrets will find their job 
far more difficult than it used to be. 


63, January 13, 6 pem. (SECTION ONE). 


STRICTLY CONFIDENTIAL FOR THE SECRETARY. 


‘PUMPKIN PAPER’ 


...@ link with the past 
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THE U.S.-BRITISH ‘AIR LIFT’ IS 
THE ONLY MEANS OF BRINGING 
THE NECESSITIES OF LIFE TO 
2,200,000 PERSONS LIVING IN 
THE WESTERN SECTOR OF BERLIN 
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Reported from BERLIN 


HE jos of keeping 2,200,000 Berliners 
Talive on an island deep inside Russian 
territory is taking on an air of perma- 
nence for the U. S. and Britain. 

Germans of West Berlin prefer to live 
outside Russia’s sway. Their yotes have 
shown that. 

Now, talks between Russia and the 
West to break the Soviet blockade of 
Western Berlin are about ended. Russia 
intends to convert her part of the city 
into a “Little Moscow,” a Communist 
capital for Eastern Germany. So U. S. and 
Britain, with France agreeing, are set- 
tling down to a grueling, costly routine 
of flying the essentials of life into their 
besieged sectors of Berlin. 

It is as though half of Chicago, includ- 
ing the Loop, much of the residential 
area, most of the factories, were set down 
in the middle of Russian territory and 
sealed off, Then the United States would 
undertake to supply the city across 3,000 
miles of ocean, over land and through an 
“air lift” to keep the people alive and 
working. 

“Operation air lift,” the thin strand link- 
ing 2,200,000 isolated Berliners with the 
West, is in business for as far ahead as 


++ + + 


anyone can see. Costs are to rise as the 
operation continues. 

The bill to the U.S. for the air flights 
runs around $168,000,000 a year. Brit- 
ain’s expenses add another $67,000,000 
Cost of food flown to Berlin is $200,000,- 
000 a year. Replacing air equipment 
alone could take $500,000,000. The 
whole operation, on a permanent and 
expanded basis, could send the cost to 
U. S. taxpayers close to $1,000,000,000 a 
year. 

Supplies air borne to Berlin are the 
city’s chief source of food, fuel, clothing, 
almost everything it gets. Pilots are 
under a terrific strain, dropping into the 
city with a load of food or coal, unload- 
ing and taking off in 20 minutes to head 
back west for more. At the peak, one 
plane lands and another takes off at the 
Berlin airfields every three minutes. At 
this pace, cargoes are adequate to main- 
tain life, but fall short of providing any 
of the comforts of normal living. 

The outcome of this operation to sup- 
ply a city by air is anybody’s guess. Solu- 
tion, when it comes, may be part of an 
over-all settlement between U.S. and 
Russia. But, for now, planning has to 
assume that the Berlin siege will go on 
for months, maybe years. 
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MRLIN: AN ISLAND IN RUSSIAN TERRITORY 


Life Under the ‘Air Lift’ 
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Secretary Marshall is emerg- 
ing as President Truman's “‘indis- 
pensable man.” His illness does 
not mean quick retirement. 

Mr. Marshall stays on to run 
U.S. foreign policy if President 
has his way. Senator Vanden- 
berg wants him to stay, too. 

Decision means bipartisan pol- 
icy continues in new term. The 
same team keeps command of 
foreign affairs. 


George C. Marshall, Secretary of 
State, at 68 is finding himself cast in 
the role of indispensable man. The 
Secretary, three years beyond the age 
when most men want to give up their 
responsibilities, has just lost a kidney 
in an operation. He wants to retire. 
But he is unable, as yet, to get free 
from his job. 

Ever since the war, General Marshall 
has wanted to take a rest. But, when the 
fighting stopped and he quit the Army, 
he was sent to China to try to unify the 
disputing factions in that turbulent 
country. When he came back to the 
United States, he was plumped into the 
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SECRETARY MARSHALL: THE DAY HE TOOK 
He is destined for the role of elder statesman 


WILL GEN. MARSHALL STAY? 


Candidates Are Ready If He Won't Serve 


State Department to try to straighten out 
the world problems left by the war. 
And, in spite of age and ill health, he is 
being pressed to stay in that job. 

Secretary Marshall is in good health 
except for the ailment that forced him 
to have an operation. He has a strong 
constitution. It seems likely that he will 
recover fully from his operation. And if 
he is restored to good health, he may not 
be able to quit his post. He is under 
steady pressure from President Truman to 
stay in the State Department. 

The President wants to keep Mr. Mar- 
shall as an elder statesman at the direct- 
ing controls of the nation’s foreign policy. 

Mr. Marshall’s preference. Secre- 
tary Marshall has a plan of his own that 
he is pressing on the President. He 
wants to quit and let the President ap- 
point Senator Arthur H. Vandenberg, of 
Michigan, as Secretary of State. Mr. 
Vandenberg, a Republican, President of 
the Senate in the 80th Congress and 
chairman of the Senate Foreign Rela- 
tions Committee, is Mr. Marshall’s per- 
sonal choice for the job. 

General Marshall’s reasons are based 
not only upon the important part the 
Senator has played in shaping America’s 
present foreign policy, but upon his own 
personal liking for the Senator. The two 
are close friends. When the Secretary re- 
turned from Europe, he went first to the 
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‘plan. He is hoping that the post will no 





WITH RUSSIA‘S FOREIGN MINISTER MOLOTOV 
The Secretary is not awed by the Russians 





White House for a talk with Mr, Tp, 
man, and then to the Vandenberg apzy 
ment where he dined with the Senat 
on corned beef and cabbage prepar 
by Mrs. Vandenberg. 

This close, friendly working relatig 
ship between the Democratic Secreta; 
of State and the Republican chairman, 
the Senate Foreign Relations Comm 
tee has greatly smoothed the course { 
foreign-affairs legislation through th 
Republican Congress. Because, too, ¢ 
Mr. Vandenberg’s intimate knowledy: 
of the manner in which present foreig 
policy has evolved, Mr. Marshall is op. 
vinced that the Michigan Senator is th 
one who should take over now. 

Mr. Vandenberg’‘s preference, 
But Senator Vandenberg has anothe 


be offered to him. In turn, the Senator j 
urging that Mr. Marshall stay in his pres 
ent job. While the Secretary is ill, Unde 
Secretary Robert A. Lovett can continu 
to run the Department. Moreover, M 
Vandenberg wants John Foster Dulle 
who was Thomas E. Dewey’s top adviser 
on foreign affairs, to go ahead as a par 
of the team that carries the burden of 
international negotiation. But, above al 
the hand of General Marshall would te. 
main to guide over-all plans. 

That is much the way President Tn: 
man feels, too. It was Mr. Marshall wh 
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helped to develop the plan of checking 
Russian expansion by giving economic 
aid to Europe. Mr. Marshall’s name was 
attached to the plan. And both the Presi- 
dent and Mr. Vandenberg are urging 
upon Mr. Marshall numerous other rea- 
gns why they feel he should not leave 
the Department. The arguments run like 
this: 

The General stands above politics and 
has a way with Congress that will help to 
set the funds needed to carry out foreign- 
policy plans. He is not awed by the Rus- 
sians or their friends. He backs a policy 
f firmness toward Russia. And Mr. Mar- 
shall, out of long experience in directing 
hig-scale military activities, has a feel for 
the military necessities. 

General Marshall, after his long stay in 
China, urged against dividing United 
States strength by giving more to China. 
He is supporting a plan for rebuilding 
Western Europe. He wants to stop the 
Russian expansion (see page 11). 

Both at home and abroad, Mr. Mar- 
shall is able to lead where another might 
not be. Members of both political parties 
in this country hold him in respect. 
Abroad, Great Britain listens and goes 
along with him. France listens, even 
though opposed to America’s policy in 
Germany. His military work had made 
him a world figure before he entered the 
diplomatic field. 

Both the President and Mr. Vanden- 
berg are trying to convince General Mar- 
shall that his loss to the United States 


.would have wide repercussions. 


Domestic politics. Another element 
enters into Mr. Vandenberg’s arguments, 
also. Some Republicans point out that 
Senator Vandenberg is one of the leaders 
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of the Republican Party. They find it 
hard to envisage Mr. Vandenberg sitting 
in a Democratic Cabinet in a nonwar 
period, taking part in a general discussion 
of issues. He was a leader of the 80th 
Congress, which Mr. Truman so roundly 
denounced during the campaign that has 
just ended. 

On the domestic front, Mr. Truman 
soon will be calling for repeal of the Taft- 
Hartley Act and for social changes that 
Senator Vandenberg has opposed. And, 
in the view of Republicans, the accept- 
ance of a post in the Truman Administra- 
tion by Mr. Vandenberg might cause 
him to be regarded as a man who de- 
serted his own party in an hour of defeat 
and went over to the opposition. 

From the standpoint of Mr. Truman, 
it would be a display of unity, and a 
further step toward taking foreign affairs 
out of politics if he could persuade Mr. 
Vandenberg to take the job—if and when 
Mr. Marshall quits. But the Senator is 
fighting to keep Mr. Marshall in and to 
make it unnecessary for a new selection 
to be made. This might relieve him 
from making an embarrassing decision. 

Plenty of other candidates are 
mentioned for the job of Secretary of 
State. It is a key spot in the Cabinet, a 
place of social and political power. 

Lewis W. Douglas, the Ambassador 
to Great Britain, would win the support 
of Mr. Vandenberg if Secretary Marshall 
should insist on quitting. Mr. Douglas 
is an Arizonan, scion of a copper-mining 
family, an educator and important busi- 
nessman. He is a former member of the 
House of Representatives and’ held 
various Government posts before going 
to Great Britain. But the White House 


WITH REPUBLICAN POLICY LEADER VANDENBERG — 
The Senator is Mr. Marshall's personal choice 


WITH STATE DEPARTMENT COLLEAGUE LOVETT 
The Under Secretary keeps the office routine running 


and Secretary Marshall are not yet ready 
to endorse him for the place. 

Fred M. Vinson, Chief Justice of the 
United States, could have the post if he 
could be spared from the Supreme Court. 
He is the closest of all advisers to Mr. 
Truman. The President listens to him on 
foreign as well as domestic affairs. But in 
spite of his vears of domestic govern- 
mental service, Mr. Vinson has had no 
foreign experience. Moreover, his wisdom 
and experience are needed in the Court. 

Averell Harriman, roving ambassador 
for the Marshall Plan, is backed by one 
Administration group. But some feel he 
is not forceful enough for the job. More- 
over, his Wall Street and big-business 
connections are being used against him. 

Under Secretary Lovett, 
enough, is a codirector with Mr. Harri- 
man of some business enterprises. And 
Mr. Lovett’s background has been used 
against him. In the days of the campaign, 
Mr. Lovett had to go to the White House 
day after day to urge against the use of 
various arguments in the campaign be- 
cause of the effect such use might have 
upon foreign policy. The fact that he 
had this disagreeable job to do gave rise 
to stories that he was in disfavor. Many 
feel that, if Secretary Marshall quit, Mr. 
Lovett would leave, also. 

As the situation stands, if Secre- 
tary Marshall stays. he will insist that Mr. 
Lovett remain. The two are a close work- 
ing team. Mr. Lovett also maintains a 
good working relationship with Senator 
Vandenberg. It is Mr. Lovett who keeps 
the Department going while the Secre- 
tary deals with policy matters. 

And this is the team that Mr. Truman 
wants to keep in the Department. 
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Communist comeback is under 
way in Italy. Russian supporters, 
beaten by the U. S. in the spring, 
are ready to try again. 

Antiwar propaganda is being 
used to win friends. Party mem- 
bership is back above 2,000,000, 
and still growing. 

Strikes, sabotage, demonstra- 
tions against America are set for 
this winter. Goal is to stall indus- 
try, wreck Marshall Plan. 


Communists talking Moscow’s line 
against the U.S. are beginning to 
show up again in Italy’s’ bars and 
restaurants. The beating they took in 
last spring’s election is wearing off. 
The party has been quietly regaining 
strength. Now it is ready for a winter 
campaign against the U.S. generally 
and the Marshall Plan in particular. 

A season of slowdowns, strikes, indus- 
trial turmoil is in store. Communist lead- 
ers, working cautiously, have ordered a 
“moderate” policy. This means trouble 
short of violence and revolution, directed 
principally at sabotaging industrial pro- 
duction and discrediting U.S. plans for 
Western Europe. The campaign already 
has begun in a quiet way. 

Communist prestige hit its lowest point 
after the April election, in which party 
followers got less than a third of the 
votes. The defeat was due largely to di- 
rect intervention by the United States. 
American food and supplies were poured 
into the country, with the hint that they 
would be cut off if the Communists took 
over. The campaign was fought frankly 
on a U.S.-vs.-Russian basis, and U.S. 
won. 

That victory is not sticking, however. 
Communist leaders Palmiro Togliatti and 
Luigi Longo have been reorganizing the 
party to get back the ground lost. Now 
confidential figures show the Communist 
Party membership at 2,225,000. A drive 
for wider public support is being brought 
out into the open. 

Communist blueprint for the months 
ahead is based on a campaign of disrup- 
tion that stays within the law. Minor 
nation-wide strikes in agriculture, among 
Government workers and wholesale food 
handlers have been tried. Most have been 
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COMMUNISTS’ NEW DRIVE IN ITALY 


Reported from ROME 











THE MOSCOW LINE __ 
. .. like a chain reaction 


successful. Moscow has put out orders 
against rough stuff in Italy for the pres- 
ent. This means demonstrations will stop 
short of violence. Propaganda will stop 
short of treason. All strikes are to be 
called legally, and based on economic 
complaints, not political. 

The whole plan is built around a hard 
core of 300,000 Communist regulars, 
trained by Mr. Longo for the general 
staff of an uprising if an emergency de- 
velops. Mr. Togliatti is the party boss, 
and his strategy is one of moderation. 
But Mr. Longo thinks the Communists 
would stand an even chance of succeed- 
ing if they started a revolution now. A 
big job for Italy’s Communists is to keep 
Mr. Longo and his followers in check 
during the winter campaign. 

Anti-American operations are to get 
the top priority in the new Communist 
offensive in Italy. Chief target is to 
cripple the Marshall Plan by keeping 
industry off balance. Small strikes, under 
way now, will spread to key industries. 






A chain reaction is being set up so wal. 
outs and slowdowns will spread frop 
plant to plant. Agitation against the firips 
of excessive employes is planned. Com, 
munists are operating on the theory th 
the Marshall Plan cannot succeed y 
long as Italy’s factories stay overstaffed 

Propaganda in this phase is being 
shifted. Ridicule is the idea. For example 
Communists are making much of the 
fact that a shipment of marmalade x. 
rived from the U.S. while oranges wer 
rotting in Italy for want of markets, 

Anti-Government arm of the ney 
Communist campaign is intended to wi 
over the workers and farmers who tured 
away from the party last spring. Com 
munist members of Parliament get jnty 
long, bickering arguments designed ty 
stall Government projects. Their speeches 
are spread by Communist newspapers 
Propaganda, written in slang and populer 
language, is being circulated throughout 
the country. A pamphlet has begun ty 
appear every week in one village new 
Rome, for instance, carrying messages 
like this: 

“The Government tells you that you 
make enough. Just to feed yourself and 
your family you need more. But the Gov- 
ernment will not allow you to make 
more. The Government is exploiting 
you.” 

Trained propagandists take this line 
with workers and farmers: “I don't like 
the Communists, but this Government 
we have now is no good. Maybe we 
should give the Reds a chance. Maybe 
their danger has been exaggerated.” 

Antiwar talk is being used by the 
Communists to win back friends during 
the troubled months ahead. It is a popv- 
lar line with war-weary Italians. The fok 
lowing is a typical bit of the new Com 
munist propaganda: 

“Fight war NOW. Only the U.S 
thinks of war and is preparing the Er 
ropean countries to fight it for her. His 
any Russian talked of war? No. The 
American imperialists talk of war. Why 
should Italy be dragged into it agait? 
The Communists do not want war.” 

What is ahead, under the campaiga 
now started, is a winter of industrial ur 
rest. Communist goal as now set is to dix 
rupt the Marshall Plan and discredit the 
U.S., not to take over Italy. Trouble s 
to be kept within bounds and _ incor 
spicuous if possible. But, if everything 
else fails, the Communists are organizing 
for violence. 
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BERLIN....LONDON....PARIS.... 








As the world must appear to Mr. Joseph Stalin just now: 

China, from the Soviet point of view, is coming along fine. No complaints. 
Southeast Asia looks very inviting, as soon as China is mopped up. 

Middle East, in turmoil, offers rich opportunities. Timing is important. 








Greece calls for steady pressure. U.S. says it isn't getting anywhere. 

France, Italy are weak links in West's armor. Despite setbacks, Communists 
there are making progress sabotaging Marshall Plan, shaking faith in governments. 

U.S., though strong, seems obsessed by fear of Communists, near and far. 





Of course, some things aren't going quite according to plan for Mr. Stalin. 
Berlin is a holdout. Berliners, backed by West, are surprisingly stubborn. 
East Germany, Soviet zone, is a headache. Output is at a postwar low. 
Communist Germany, as planned for months ago, is slow in taking shape. 
Unbelievers, 1,000 a day, persist in leaving Soviet Germany for the West. 
Soviet satellites are troublesome. Czechoslovak leaders have had to appeal 
to Moscow for more help. Hungarian Communists are bothered by resistance of the 
Catholic Church, by peasant politicians. Marshal Tito still won't come to heel. 
United Nations is not quite so useful as it used to be, not so effective a 
sounding board for Soviet propaganda. Moscow, in fact, is on the receiving end. 
In Russia itself, there is the problem of forcing new ideas into the heads 
of old Bolsheviks, old bureaucrats, shaking up the youth organization, the trade- 
union organization, and getting scientists to understand that Stalin is boss. 
But none of these problems will seem insoluble.to Mr. Stalin and his com- 
rades after what they have accomplished during their years in power. 




















Germany, though, is turning out to be a rather hard nut to crack. 

Soviet plan for a Communist Germany assumes complete control of Berlin, as 
seat of "People's Congress," capital and mainspring of a Communist nation. 

Obstacles are thrown in the Soviet path by the West's "air lift," by West 
Berlin's voting solidly anti-Communist, by Berliners quitting Soviet sector to 
work in West, by a thriving black market that takes scarce goods from East to 
West, across the 20-mile border that zigzags between Soviet and Western Berlin. 

Soviet victory is thus some distance off, in any case can't happen until 
West quits Berlin. Yet West shows no sign of quitting, despite "air lift" costs. 

So Berlin remains a stalemate. Nobody, as yet, has a solution. 

But there are also problems in Eastern Germany, where Soviet Russia is the 
sole boss. After three and a half years of occupation by the Russians: 

Shortages of iron, steel, chemicals are crippling industrial production. 

One cause is West's counterblockade, stopping trade with Soviet zone. 








(over) 
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Bigger cause is Soviet policy of removing 65 per cent of area's industrial 
capacity as reparations, seizing all stocks and inventories not nailed down, 
hauling off 90 per cent of current output in some cases, then sovietizing im- 
portant firms, one third of total, putting them in a "Soviet Company, Ltd." 
Change of some sort in Soviet policy seems to be called for. Soviet de- 
feat, serious crack-up, however, is not to be expected. Communists, police, run 
the place with a firm hand. Situation in Eastern -Germany, as in Berlin, can't 
be pleasing to Mr. Stalin, but it's not fatal. On the whole, he is doing all right. 





>> Point about the U.N. session at Paris, in contrast to previous sessions, is 
that this time the U.S., rather than Russia, dominated the proceedings. 

Russia took a propaganda beating. Rest of the world ganged up on her. 

U.S. lined up supporters, took the propaganda initiative, kept hammering. 

That was the U.S. plan from the start. Idea of Secretary Marshall was to 
put Moscow on defensive, for a change, prove Russia the real threat to peace. 

Berlin issue thus was used by U.S. to Spread West's case before the world, 
strengthen West's appeal to Germans, show Russians what they were up against. 

Korean issue, Similarly, offered U.S. a chance to expose Communist design 
to rob Korea of independence guaranteed by U.S., Russia and the U.N. 

So on one issue after another--the atom bomb, diSarmament, Greece, etc.-= 
U.S. lined up an overwhelming majority, showed Russia Western solidarity. 

Human-rights declaration, also sponsored by U.S., puts U.N. on record in 
favor of basic civil liberties, puts Russia in position of opposing them. 

True U.N. can't enforce a human-rights declaration. But that's not ex- 
pected. Hope is that idea of freedom may get into Russia by grapevine, let Rus- 
sian people learn what they are entitled to. Then maybe they will demand their 
rights. It's long range, just an idea=--but so was Communism, not So very long ago. 











>> Any hope that the U.N. can settle outstanding threats to peace, however, 
has yet to be realized. List of trouble spots is growing longer, if anything. 
Indonesia is back on the list, after seeming to be on the verge of peace. 
It's a question of how much power the native republic is to have, how much the 
Dutch officials are to have. U.N. commission, mediating, admits frustration. 
Kashmir isn't yielding to U.N. treatment, still threatens war between India 
and Pakistan. Partition of Kashmir is one solution, but war may come first. 
Palestine, a test case for the U.N., finds the U.N. looking for an exit, so 
the field will be free for the principals to settle the argument themselves. 


>> Middle East generally is far from stable, some distance from peace. 

Arab governments have their hands full at home as well as in Palestine. 
War has strained their budgets, created new economic problems. Failure to push 
Jews into the sea, as Arabs expected, has stirred unrest at home, given opposi- 





tion groups an issue, converted unity of Arab states into quarrelsome disunity. 
In this situation, the big powers are playing these roles: 
Russia is competing with U.S. for dominant influence over Israel, opposing 
U.S. friendship to Iran, subjecting Iranians to increasing pressure. 
U.S., while championing Israel, is playing for Arab friendship as well. 
Britain, unable to count on Israel's friendship, is becoming interested in 
reviving her alliances with the Arab states, thus offsetting a strong Israel. 
Resultant of these forces may bring peace, but it's difficult to see how. 
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1, If your 12-year-old son was three feet 
tall in 1941 when he was 4, and five feet 
tall today, you can say with complete 
accuracy that his height has increased 
66.6% in 8 years. But if it cost you 60¢ to 
get his hair cut in 1941, and $1.00 today, 
you can’t say with complete accuracy 
that the price of haircuts has increased 
66.6% in that same time. 





4, But since U.S. average hourly wages 
havegone up more than twice this percent- 
age(approximately 66%), most people 
can buy our gasoline with fewer minutes’ 
work today than they could in ’41. So the 
true price to them is lower. Furthermore, 
the dollars we take in—like the dollars 
the barber takes in—will buy consider- 
ably less than they would in ’41. ° 


UNION OIL COMPANY 


OF CALIFORNIA 


INCORPORATED IN CALIFORNIA, OCTOBER 17, 1890 


You carit measure prices with dollars 





2. For at today’s hourly wage rates the 
average American gets $1.00 for thesame 
amount of work that he was paid 60¢ for 
in 1941.* Consequently, this particular 
haircut would cost most people the same 
number of minutes’ work that it did 8 
years ago. The price hasn’t changed. 
Furthermore the barber’s take hasn’t 
changed. For the dollar he gets today— 
compared with what a dollar would buy 
him in 1941—is worth only 60¢.* 


*U.S. Department of Labor statistics. 


5. In 1941, for example, our drilling costs 
averaged $8.78 per foot. With 76 Gasoline 
retailing at 14¢, it took 63 gallons to pay 
for one foot of drilling. Today our drilling 
costs average $15.31 per foot. With 76 
retailing at 18.1¢, it takes 85 gallons to 
pay for one foot of drilling. New pipe line 
which cost us 21 gallons per foot in 1941 
costs 34 gallons today. A two-canopy 
service station which cost about 90,000 
gallons in 1941 costs 160,000 today. Other 
costs have gone up proportionately. 








3. In other words, a foot represents the 
same distance year in and year out. A 
pound represents the same weight. But a 
dollar, year in and year out, seldom rep- 
resents the same value. That’s why you 
can’t use it to measure comparative 
prices, or wages, or profits. In 1941, for 
example, the retail price* of our 76 Gas- 
oline was 14¢ per gallon—excluding State 
and Federal taxes. Today it is 18.1¢. This 
represents an increase in money of 29%. 


*San Francisco—slight variance from city to city. 


6. The only way we’ve been able to meet 
these increased costs without raising 
gasoline prices proportionately is by in- 
creasing our total volume and increasing 
our efficiency. And this increased effi- 
ciency has been largely accomplished by 
plowing back our so-called ‘‘profits’’ into 
better machinery, better equipment and 
better tools. 


This series, sponsored by the people of Union Oil Company, is 


dedicated to a discussion of how and why American business 


Junctions. We hope you'll feel free to send in any suggestions 


or criticisms you have to offer. Write: The President, Union Oil 





Company, Union Oil Building, Los Angeles 14, California. 
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What Washington Can’t Say About Mme. Chiang’s Mission to U. S:: 
Low Esteem for the Generalissimo’s Rule and for His Claim to Aid 


> Chiang Kai-shek is turning out to be 
the man who stayed too long. After 20 
years as China’s strong man, Chiang now 
finds his power and prestige ebbing away. 
His Government, his territories, his armies 
are threatened by fast-driving, hard- 
fighting Chinese Communists. He no 
longer can rally his people behind him. 
And the United States has lost interest in 
giving him more than token assistance. 
> Madame Chiang Kai-shek, mean- 
while, is in Washington on an obviously 
forlorn errand. She is as witty, as charm- 
ing, as popular with American officials 
as ever. But the latter just won't listen 
when she wants to talk of the object of 
her trip, which is big-scale help, in 
money, food, military supplies, perhaps 
in Army man power, In a capital whose 
attitude is changing, Madame Chiang is 
proving an embarrassing guest, 

To U.S. officials the whole situation is 
painful, Of course, they do not want the 
Communists to win China. Sentimentally 
they want to stand by their wartime ally, 
Chiang. But they see little to be gained 
by adding greatly to the nearly $2,000,- 
000,000 worth of help that has gone to 
Chiang’s Government since the end of 
the war. The U.S. is learning to be coldly 
realistic about such things. 

This attitude is leading to conclusions 
that officials don’t like to discuss. They 
fear a frank statement might completely 
undermine Chiang, and as long as he 
stays in office he has a value. What they 
would like to say, however, is this: 

Exit Chiang? With or w ithout Ameri- 
can help, the collapse of Chiang’s Gov- 
ernment may not be far away. Despite 
past assistance, the present crisis has 
mounted rapidly, The Communists have 
gone from victory to victory, Grafting 
and blundering Army leadership, which 
Chiang apparently is unable to correct, 
are blamed. The once high confidence of 
the Chinese in their hero, Chiang, has 
leached away. Little will to fight remains. 

The cost of setting this situation straight 
would be enormous, and might not suc- 
ceed, even with full-scale intervention. 

The military view. Army men esti- 
mate that it would take 50 to 75 divi- 
sions, perhaps as many as were sent to 
Europe, to defeat the Chinese Commu- 
nists. It would require a vear to raise and 
train so many troops, and then they would 
have to be gotten overseas and supplied. 
Help on such a scale probably would 
bring the Russians to the open aid of the 
Communists, with the third World War 
beginning in China, 

The usefulness of help on a smaller 


30 





scale is doubted. Large quantities of 
equipment have been given to the Nation- 
alists only to be found later in the hands 
of the Communists or, during World War 
those of the Japanese. In a recent 
three-month period, not including their 
recent victories, the Communists seized 
236,000 rifles, 14,000 machine guns, 
26,000 submachine guns and big stores 
of ammunition. In some cases, whole 
arsenals were left intact by Chiang’s 
Army. U.S. officials naturally question 
the wisdom of sending more such stores. 
Military observers report, also, that 
Chiang’s men have lost no battles for 
lack of men or equipment. They blame 
bad and often dishonest leadership. They 
criticize the Nationalists’ strategy of split- 
ting their strength into relatively small 
detachments assigned to garrison duty in 
one locality or another. Many such de- 
tachments were pinched off and beaten 
easily by the fast-moving Communists. 
American Army men have urged the 
Central Government leaders to establish 
efficient supply lines and replacement 
and training centers, to modernize their 
intelligence system and review their strat- 
egy. The Chinese have listened politely, 
smiled and made few or no changes. 
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Graft, too, reportedly is rampant jy 
the Army. The soldiers are infrequenth 
paid, and usually receive paper Currency 
that, in the Chinese inflation, is virtualh 
weniieices: Any silver intended for Army 
pay rolls is likely to stick to the fingers 
of higher Army officers. 

Occasionally, Chinese generals haye 


demonstrated ability and honesty, haye 
acquired a popular following among 
their own men and civilians. Chiang 


however, will tolerate no rivals. Such me 
often have been demoted, or transferred 
to less conspicuous commands. 
Conditions such as these would haye 
to be righted before the U.S. would be 
willing to give Chiang help on the scale 
that Madame Chiang is asking. And to 
U.S. officials, Chiang seems unwilling 
or unable to apply the remedies. 
One Chinese estimate is that at leas 
$1,000,000,000 annually for five or six 
years would be necessary, and _ here 
Chiang runs into another obstacle, 
Strategy. In point of world strategy, 
it is a plain fact that China is relatively 
unimportant to the United States at this 
juncture. It has man power in abu- 
dance, but it lacks the resources and in- 
dustrial production that give other areas, 








AND EMERGENCY SUPPLIES 
In a capital whose attitude is changing, an embarrassing guest 
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gich as Russia, Germany, and Great 
gritain their war potential. When the 
y.$. became firmly : entrenched in 
Japan, the wartime usefulness of China 
fell abruptly. 

Meanwhile, the need for friends in 
Furope has continued and grown. The 
European nations get first call on Ameri- 
ean production. And there is not enough 
to supply them and Chiang’s China, too. 
S09 Madame Chiang’s quest is made un- 
promising by a number of considera- 
tions. And there is one more deterrent. 

Domestic chaos. China reportedly is 
ii a turmoil of discontent, fed by in- 
fation, black markets, land hunger and 
governmental corruption. Liberal _ re- 
ims have been demanded for years. 
Chiang has made promises, is considered 
» liberal. But he has been unable to 
implement his promises. 

Popular discontent, consequently, is 
wide and deep. The Chinese people see 
no reason for fighting to perpetuate con- 
ditions as they view them. Many are 
lured over to the Communist side. The 
U.S. would want these conditions cor- 
rected, too, before digging hard to help 
Chiang, but finds little possibility of cor- 
rective measures, 

Chinese “strong man.” So Chiang, 
today, stands at the top of a crumbling 
heap. A skilled politician, he has ruled 
for years by holding together segments 
that are relatively ineffective by them- 
selves but powerful in combination. 

The dominant group, the Kuomintang, 
includes a military clique that resists 
Amy reforms, a landlord group that op- 
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COSTLY ECONOMIC AID 


poses land reforms, a business and finan- 
cial group that would be hurt if Chiang 
should clamp down on speculation and 
black-marketing. Thus, Chiang’s strength 
is also his weakness. 

‘Within these limitations, he rules 
rigidly. Many provisions of the com- 
paratively new Chinese democratic con- 
stitution have been suspended to allow 
him, as President, to govern by decree. 
With a few exceptions, he has managed 
to muzzle the press and radio. Popular 
movements against his regime are ruth- 
lessly suppressed. 

His hatred of Communism and Com- 
munists goes far back in his career. After 
a poverty-ridden boyhood he fought his 
way to an education and, in the process, 
acquired his liberal ideas. He allied him- 
self with China’s George Washington, 
Dr. Sun Yat-sen, rose rapidly under him, 
and took over after Dr. Sun’s death. 
Even at that time, the Communists were 
a potent element in China. Chiang, who 
once co-operated with the Communists, 
turned against them during his drive to 
unify the country and, in a bloody cam- 
paign, drove them into temporary exile. 

During the recent war he was reluctant 
to ease his drive against the Commu- 
nists in order to fight the Japanese. Gen. 
Joseph Stilwell told him he would have 
to do so. Chiang was irate. For a time, 
nevertheless, the Communists and 
Chiang’s Nationalist Army consolidated 
against the Japs. But, in the end, General 
Stilwell was forced out of China. 

Throughout years of war and turmoil, 
Generalissimo Chiang has lived a Spartan 





IN THE BATTLE FOR SUCHOW 


life. He does not smoke, He does not 
drink tea, He is up early and works hard 
and late, Despite the wide personal pop- 
ularity he has enjoyed in the past, he has 
few or no intimates. He holds himself 
aloof, and instructs the Chinese in Con- 
fucian virtues, although he was converted 
to Christianity at the time of his marriage 
to Madame Chiang in 1927. 

She has fought his battles with him 
through the years. Together they have 
worked for a united, peaceful China 
through two decades that have brought 
little but war and division. She has had 
a special usefulness as an envoy to the 
United States, where she was educated 
and where she has a huge following, On 
a previous visit she was enthusiastically 
received, to the point of an invitation— 
which she fulfilled—to address Congress. 
That visit contrasts rather grimly with 
her newest mission to the U.S. A close 
friend of Secretary of State George C. 
Marshall, she was a house guest in his 
home; but he was in Walter Reed Hos- 
pital. Requests for a session with Presi- 
dent Truman brought an invitation to tea. 

New era. Times have changed. At- 
titudes have hardened. China’s impor- 
tance to the U.S. has dropped. To re- 
place Chiang as the anti-Russian leader 
of China, no strong man is in sight. 
Chiang himself has seen to that. He will 
continue to receive bits-and-pieces help 
of the sort he has been getting. But, in 
the opinion of those close to the situation. 
the U.S. cannot do enough to save him 
In the end, however reluctantly, thi: 
country may have to cut Chiang adrift 





—Photos: Acme, North American Aviation, Israel from Guillumette 


THE GENERALISSIMO 


In a nation torn by trouble, a ‘strong man” stands at the top of a crumbling heap 
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Plancor 156, Renton, Wash. 


Great, Modern Plant at Renton, Wash., 


NOW FOR SALE OR LEASE 


12 fine, readily-adaptable buildings with 10-ton equipment and utilities is not guaranteed, but accuracy 

: . may be ascertained by inspection. Inspection arrange: 
traveling crane system... elevators . . . public ments—for Monday through Friday, 8 A.M. to 4:30 P.M. 
address system... fluorescent lighting ... all —may. be made through W.A.A. Regional Office, 1301 


utilities .. . other desirable features. Secene sene., Seana, area 
National Security Clause—This facility is offered sub- 
ject to the provisions in the interest of national security, 
modified to offering option to Navy for 5-year lease to 
rent at established fair rental value the space it now 
occupies. This means that the Federal Government retains 
dormant rights to utilize the plant for production under 
Government contract; and in the event that this dormant 
right is exercised, the Government will consider the 
qualifications of the buyer or lessee to carry out such 


This large, ultra-modern plant consists of approxi- 
mately 94 acres of land, one and two-story buildings, 
machinery and equipment. 

The buildings have large, clear floor areas and high 
ceilings, and are ideally adapted to large-scale manufac- 
ture and assembly of semi-heavy, bulky items. They are 
also suitable for subdivision for use by various light 
manufacturing, processing, warehousing and storage 


contracts. 
concerns. 

Transportation facilities are exceptional. Spur tracks This advertisement is not a basis for negotiations. Wat 
connect with major railroad lines; airport adjacent; access Assets Administration reserves the right to consider all 
to ocean traffic through Lake Washington; paved roads proposals in the light of applicable objectives of the 
to State and Federal highways. Surplus Property Act, or to reject any or all bids. Any 


transfer of title will be subject to Executive Order 9908 
Inspect This Property—This description of buildings, relative to fissionable materiais. 
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Income-producing 





Investment Opportunity 


Investment interests are urged to investi- 

gate the attractive, potential, multiple-occu- 

pancy rental income opportunities offered 

by this extensive and adaptable property. 
* * * 


Sealed Bids—This property is now offered for 
sale or lease in whole—lease terms subject to 
existing leases and commitments. Terms may 
be available. . 

Sealed bids for purchase or lease must be 
submitted on Standard Bid Forms and received 
not later than 11:00 A.M., P.S.T., January 17, 
1949, at the address shown below. Write or 
call for brochure describing this property in 
detail, and for Standard Bid Forms and bidding 


instructions. 


Note large, open floor area, high ceiling. 


WAR ASSETS ADMINISTRATION 


OFFICE OF REAL PROPERTY DISPOSAL 





1301 SECOND AVENUE _@ SEATTLE, WASHINGTON 








December 17, 1948 


“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’ 

GEORGE WASHINGTON 


WU, S.Wews; 








ENFORCING THE ANTITRUST LAWS: 
WHAT BUSINESS CAN EXPECT 


AN INTERVIEW WITH ATTORNEY GENERAL TOM C. CLARK 





EDITOR’S NOTE: Attorney General Tom C. Clark 
has started more antitrust suits than any previous 
Attorney General. Because the antitrust laws to- 
day are being invoked in many phases of business, 
U.S. News & World Report invited Mr. Clark to 
its conference room for an interview. 

What follows here is the transcript of a ques- 
tion-and-answer discussion in which several of our 





Pees, 


editors participated. Mr. Clark points out the goy- 
erning factors in the filing of suits such as size of 
sales volume and price fixing. He also outlines 
the reason why criminal suits are filed in some 
cases and civil suits in others, and discusses the 
problem of uniform “posted”’ prices. 

This interview is one of a series with leaders in 
business, labor, agriculture and Government. 





Q Just how do these antitrust suits get started? 

A A businessman comes to our office and tells us his 
problem. Perhaps a competitor is trying to get him to 
agree on prices. Or perhaps through discrimination he 
cannot get a basic ingredient needed for his product. 
Perhaps someone is using patents to try to freeze him 
out of his line of production. We inquire into his 
complaint. If the Antitrust Division determines 
there is a possible restraint then it requests the FBI, 
on a selected basis, to conduct a preliminary in- 
vestigation. 

Q Would you say that the bulk of the complaints, 
or rather the initiative with respect to complaints, 
comes from the businesses themselves? 

A I’d say 75 per cent of them. 

Q Has that been always true, pretty much, over the 
years? 

A It was when I was head of the Division. I was 
head of the complaint section of the Antitrust Division 
in 1938. 

Q Businessmen finding it difficult to operate due to 
competitive barriers come to the Department of Jus- 
tice thinking they’ve got a case under the antitrust 
laws and you look into it? 

A Yes—they want help. Some of them exaggerate 
their position, of course, but, for the most part, the 
overwhelming number of suits that we prosecute are 
based upon complaints, the origin of which we do not 
reveal. 

Q So the Government itself does not initiate the 
proceedings? 

A I would say we initiate perhaps one or two out of 
100—that is, we would not initiate the others on our 
own part. Sometimes we receive the initial information 


from other governmental agencies, including Stats 
and municipalities. 


The cases that we initiate as a result of our om 


studies run about 1 or 2 per cent. That would mea 


where bigness is involved. Now we don’t think bignes 


in itself is necessarily bad under the antitrust laws, | 
all depends upon how you use your bigness. If yo: 
use it improperly, then bigness can be bad—as in th 
tobacco case. If there is a past history of improper us 
as in a restraint to try to force local competitors ti 
bend to your will, or in trying to keep the channels ¢ 
trade from moving freely—in a case of that type some 
times we might follow through ourselves. For exampli 
the recent petition for divestiture that we filed in tht 
aluminum case. 

Q The first suit was probably a business con: 
plaint? 

A Yes. And we got a decision on that along about 
1944 or 1945, and this is just an effort to make that d- 
cision effective. 

Q What would you say is the basic purpose tlt 
Government is trying to accomplish in the enforce: 
ment of the antitrust laws? 

A I think our whole system of government is bast 
upon free enterprise. And if we are to maintain th 
capitalistic system we must keep the channels ¢ 
trade open and free and clear. It reminds me of tit 
analogy Wendell Berge [former Antitrust Division 
chief] used—the one about the signal lights in trafii 
He said the antitrust laws were like the traffic lights- 
to keep the channels open and clear at the green light 
—and to keep them that way you have to promote tht 
competitive system upon which we base our life 
America. 
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“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 








: Q To what extent is the objective to keep prices 
jown by restraining agreements to maintain high lev- 
sls of prices? 

A While I don’t think the mere bringing of anti- 
rust suits in and of itself would cause prices to go 
Hown immediately, I believe that under the antitrust 
aws we ought at times to try to devote our energies to 
etain particular items. A concentrated effort tends to 
pen the channels of competition, and prices fixed by 
ompetition are usually lower than those fixed by 
sreement. For example, in August, 1947, we picked 
put building, food and clothing, and we concentrated 
ion those items. While not claiming credit for it, I think 
hat our investigation and subsequent case in the meat 
eld had a pretty good effect. I read recently in the 
newspapers that in some stores certain cuts of meat 
ete down 30 cents a pound. So I would say that it is 
not this particular suit—like this particular drop of 

ater that falls on this rock—it’s not the particular 
drop that wears away the rock, it’s the continuous 















as in thfpounding on it that I believe keeps our system going, 
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and I believe the enforcement of antitrust laws cer- 
tainly has a direct effect upon prices. 


Stopping Low-Price Agreements 


Q Sometimes we hear that the Department is inter- 
ested in those efforts toward depressing prices which 
are done by agreement. Is that true? 

A Yes, that is true. Agreements to depress prices can 
be equally as bad as agreements to raise prices. You 
see, the agreement to fix a reasonable price today or to 
place a floor under prices may tomorrow become an 
agreement to fix an unreasonably high price. The 
opinion in the Madison case discusses this subject 
tather completely. Furthermore, agreements to depress 
prices may be designed to drive competitors out of 
business. When this is done prices can be raised to ab- 
sorb losses resulting from the agreement to depress 
prices, 

Q Wasn’t there a suit involving Cellophane where 
the duPont Co. was charged with lowering prices so 
much that no competitor could get in? 

A That is a monopoly case in which we charge that 
duPont has the monopoly power to fix and maintain 
arbitrary and noncompetitive prices for Cellophane. 
And in the A & P case there was a charge of lowering 








nysiness itself starts most complaints against monopoly — Jail sentences to 
fe requested as penalty — Justice Department seeks to keep trade channels 
pen by eliminating price fixing and restraints on freedom of commerce 








prices in certain areas in order to run a competitor out 
of business. 

Q So a man might say, “If they want to bring food 
prices down, they can’t bring them down if they all act 
together?” 

A No, you can’t. But you can always do it individ- 
ually without agreement. Agreements to lower prices 
are generally a device to put a floor on the prices so 
that competition cannot drive them below that base. 


Reliance on Supply and Demand 


Q Then the next question is, how can you bring them 
down? If one competitor lowers a price too far and 
another competitor takes advantage of it so the first 
competitor might lose his market. What is the practical 
problem that faces these people if they do reduce their 
prices and do it together? 

A The practical problem is to act independently so 
that the forces of supply and demand may work freely 
on the market. I think you bring a price down when you 
open up the channels of commerce for people to come 
in and try to get business by selling at a lower price; 
then the other fellow tries to meet that lower price. 

Q What is the fundamental criterion in deciding on 
an antitrust suit? Is it the fact that a business would 
become so large as to control the largest volume of sales 
in an industry, or 1s it related to the fact that one busi- 
ness may be acting in combination with another busi- 
ness to achieve a certain high proportion of the sales? 
The volume of sales, of course, is the criterion which 
most people think is the basis? 

A That would be only one element of the test in a 
monopoly issue. Many of our cases are not monopoly 
cases but involve restraints of trade—where you have a 
contract or agreement to restrain trade in some way. 

Q Well, do you see a clear line of demarcation on 
this subject of size—how prices could be controlled 
through size—is there any definition of what we mean 
by “bigness”? 

A The closest we have come to it was in the alumi- 
num case. There the circuit court said 90 per cent is 
enough to constitute a monopoly; it is doubtful 
whether 60 or 64 per cent would be enough; they didn’t 
think 33 per cent was enough. 

Q Well, would you have to plot every industry? 
(Continued on page 36) 
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A I think not. 

Q In other words, it depends upon the number of 
competitors in the industry and on the industry itself? 

A Yes. I believe in that case it was the position of 
the Department of Justice that Alcoa was big enough 
and powerful enough to freeze out competitors. 


Patents for Smaller Business 


Q Of course, the know-how would be a factor in 
that, too. 

A The know-how is the main thing. As you remem- 
ber, some three years ago we were able to secure the 
concession from Alcoa that it would make available 
some of its basic patents to Reynolds and Kaiser. 

Q You didn’t mean by know-how merely patents, 
did you? 

A No, I mean how to use the patents. 

Q So that what it amounts to is that these people 
have learned how to use the patents, and they would 
be obliged to share the knowledge with a competitor? 

A Well, of course, if we were able to get them to 
share the patents, then the know-how would be a mat- 
ter of years of experience in the use of patents. It 
wouldn’t be overnight—it takes time. Just like it takes 
time for a man to paint a picture—it takes time for 
him to learn that. 

Q Would there be a royalty for the use of the 
patents? 

A In respect to some patents, yes; in others, no. 

Q Isn’t size, per se, one of the issues in this recent 
meat case, where you want to break up the big four? 

A We contend that their control of the market has 
been such and their strength has been used in such a 
way as to keep other people from entering the field and 
that therefore their size was a determining factor, to- 
gether with the use that they made of their power. 

Q And was size the principal factor in the cigarette 
case? 

A That was the use of the power that goes with size. 
There they could suppress the cheaper grade ciga- 
rettes. We don’t see the cheaper grades even now, al- 
though we won that case. But sometimes they would 
depress the market in an effort to try to run out some 
of the cheaper grades. 

Q In such a case, you follow that up with consent- 
decree negotiations, don’t you? 

A It depends on the case. Take the General Motors 
case, in which we did not. We have now pending a civil 
action—we won the criminal action, but it went to the 
Supreme Court. By the time you go up to the Supreme 
Court and back, which takes about three years at least, 
the facts are somewhat stale and we have to reinvesti- 
gate the case in many instances. With General Motors, 
of course, the war intervened, and the whole automo- 
bile industry was converted into a war machine. 

Q Which case are you referring to—the automobile 
finance company case? 

A Yes. 

Q What happens now in the tobacco case, since you 





won a criminal suit there? Now do consent-decr 
negotiations follow that—how do you get it applieg 

A That’s what we are working on. 

Q You would have another civil suit, or else a Con. 
sent decree to settle the civil suit. 

A Yes. 

Q How do you distinguish between civil and crip, 
inal in your initiation of suits? On what type of cay 
do you institute criminal suits and on what type & 
you institute civil suits? 

A One test would be a price-fixing case. Price fixing 
is bad in itself, so we place that on the criminal side g 
the docket. If it is a case in which the defense of req. 
sonableness is open and the practice has been going 
for a long time—you would consider whether it 
publicly known. We would probably consider such, 
case on the civil side of the docket. On the other hand 
where the evidence shows clearly the parties involve 
have wilfully violated the law, such as a revival o 
continuation by them of practices previously cop. 
demned by the courts, or where it is clear the parties 
knew that their action was unlawful—we bring , 
criminal action. 

















































































Antitrust Cases Against Big Firms 
Q Yo 
Q There have been so many cases and there has been Phen [ 


such a wide range, one gets the impression that you've eral, the 
been in nearly every kind of industry and business with familiar 
some suit. Is that true? is the d 

A Well, no, not every one. You take 100 of the larg. antitrus 
est industrial corporations; I would say we would pos- AWic 


sibly be involved in 45 to 50 per cent. years of 
Q Forty-five to 50 per cent of the large corporations brought 
are involved directly or indirectly? months 
A If you take the first 100, I would say 45 to 50 per 34 cases 
cent are involved in antitrust litigation. sui 
Q That, of course, means that the large-size com- § vinicte, 
pany runs afoul of the antitrust laws more often than ciations 
the smaller people? the cas 


A That, of course, would be natural. We receive They h 
more complaints against a large company. So I fiion cas 
wouldn’t say that is indicative of size of itself. I would Wyomi 
say that that was indicative of the fact that complaints | q 7; 
have run that way and cases have developed in that 4 ye 
field. Q Do 

Q What would you say was the extent to which the § antitry 
vagueness of the statutes and decisions was the difi- | , w 
culty and to what extent might clarification of the laws J woyjg 
be helpful? Do you think that any amendments to the ¥ yiolatic 
antitrust laws are needed to clarify the situation? Q Dc 

A It has been suggested many times to me that we f ayy 
ought to have in the statute a rule of thumb to go by. F antitru: 
I don’t think this is necessary with the progress that tay fie 
has been made in the last 10 years. We’ve made tre- Fit, | th; 
mendous progress since 1938. We had more suits filed > can’t af 
during that period than the whole period of our his- Pinto a 
tory. In fact, I think since I’ve been Attorney General f low fr 
we have filed almost as many suits as we formerly had ing the 
in the history of the United States. ought 1 
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Q You remember during the Taft Administration, 
when [George E.] Wickersham was Attorney Gen- 
eral, there was quite a flood of antitrust suits—you are 
familiar with those, I imagine, in a general way. What 
is the difference between what was done to prosecute 
antitrust laws in those days and today? 

AWickersham was Attorney General during the four 
years of the Taft Administration. During that time he 
‘brought approximately 50 antitrust cases. In the five 
months since July 1 this year, we have already brought 
34 cases and presently have about 128 pending in the 
courts. Some of the cases brought under the Taft Ad- 
ministration were association cases, like lumber asso- 
ciations. One of the outstanding cases of that time was 
the case in the Midwest against the lumber groups. 
They had the Eastern States Retail Lumber Associa- 
tion case. They also had one against the Colorado and 
Wyoming Lumber Association. 

Q They still have the associations? 

A Yes, but their operations have been curtailed. 

Q Do the businessmen know when they are violating 
antitrust laws? 

A Well, I think if they have proper advice they 
would know. At least they should on any criminal 
violation. 

Q Do you think they have proper advice? 

Al think that lawyers are becoming more versed in 
antitrust. It’s a specialized field, it’s true, just like the 
tax field, but I think they are getting better versed in 
it. 1 think if a businessman just remembered that he 
can't agree on the price of an article, and he can’t enter 
into a combination or contract to keep some other fel- 
low from having freedom in the industry or enter- 
ing the industry; if there’s any doubt about it, he 
ought to consult his lawyer, or come and talk to the 
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Department about it. We talk with businessmen every 
day. 

Q Do you talk to many businessmen about these 
questions? Do large groups consult the Department? 

A Oh, yes, very often. 

Q You don’t give them any clearance, do you? 

A Yes, we have, but only as to future action. 

Q You mean informally? 

A Yes. Where we have cleared something like that 
we would not prosecute criminally later if they carried 
out the program that they had outlined to us. 

Q Do you welcome inquiries of that kind? 

A Oh, yes. I have invited in many companies over 
the United States. 

Q What would you do in the case of those industries 
or businessmen who claim they are following what is 
known as an “identity of price,’ where somebody 
posted the price—the posted-price method? There is 
no collusion, there is no fixing of the price in advance, 
but a so-called leader in the industry posts a price and 
the others follow suit? 

A Yes, we have that all the time, particularly in 
steel and oil. 


Watch on Identical Pricing 


Q What is the answer to that type of thing? 

A Sometimes it is something other than just leader- 
ship. It is natural for businessmen to meet in clubs or 
associations, and frequently, though they may not 
realize it, they eventually are agreeing on prices. They 
may not intend to fix prices, but they all wait on, for 
example, say, XYZ Co.—if XYZ goes up a penny, 
they all go up a penny, etc. 

(Continued on page 38) 
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We have a case or two we are working on now on 
price leadership. It’s a very difficult problem. 

Q Well, what’s going to be done about such a com- 
plicated thing as a basing-point case, involving so 
many industries—how is there going to be clarification 
of that—unless you believe in legislation? 

A A Senate committee is inquiring into the need for 
legislation. There are those who think that, from a 
public standpoint, it would be better to have the bas- 
ing-point system. I have had several call on me, par- 
ticularly in steel. They have been very violently op- 
posed to abandonment of the basing-point system. On 
the other hand, I’ve had some people come in who 
possibly are a little closer to production, and they 
think it’s fine. So I think it will be a matter for Con- 
gress to determine in the public interest. 

Q Will it be the tendency of the executive branch 
to let the Congress decide? 

A Yes. We’ll tell them what our views are. 

Q I notice the Federal Trade Commission told the 
committee they would be glad to come up and work 
with them in trying to work out legislation. Is there 
any plan for the Department of Justice to do the same 
thing? 

A We would, of course, be willing to work with any 
committee. 

Q How much information, other than through their 
attorneys, can businessmen get about what the anti- 
trust laws permit them to do or not to do? Is there any 
general educational campaign carried on by anybody 
as to what these limits are? 

A A number of associations have been known to— 
I’ve been to several industry associations where they 
have had meetings on antitrust and we talked about 
the various problems. There are times when people 
come in, either on an industry-wide basis or in- 
dividually, for their own companies, and ask about a 
certain program which they might be interested in 
following. 

Q Can you tell from the contacts you’ve had with 
businessmen whether they know what the violations 
are, or whether they are innocent violators because of 
what they should know but don’t acquaint themselves 
with it properly? 

A I’d say in the last two or three years business- 
men who have had the facilities for finding out do not 
seem too eager to determine what is a violation of the 

antitrust laws. 

Of course we do extend a decision from time to time, 
particularly in the patent field. And, in this last term 
of court, we had a very successful year, if you count 
the number of wins, in the Supreme Court. I think 
the principles are rather clear cut so that any lawyer 
who has the facilities can find out fairly well what 
would be a violation of the antitrust laws. And I think 
businessmen could find out with some degree of cer- 
tainty. 

Q Of course, when a company or industry gets larg- 
er and larger volume—this question of size—there is a 
line which only a court could answer. A man wouldn't 


know that. But that you wouldn't call a criminal yf In fa 
anyway? I] kne 
A A large monopoly case, based on size alone, woy which ¥ 










probably not be a criminal case, primarily because tj,fyhole 4 
type of relief requested, such as dissolution or divey,— Q Th 
ture, could be obtained only in a civil action. | ASot 
that in¢ 
hard to 
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Q Might not that lead some businesses which ay 
fairly large, having found they could only 0 a certgiy 
distance in that industry, to invest their surplus in x 
entirely different line of business because they’ re goin, 
to keep on wanting to make more money, so the urk 
is to expand—might it not lead to their going infement. | 
an entirely different industry? Do you see any signsq§{han it ' 
that? A It 

A Yes, I do. Particularly I have seen some recently more of 
in the motion-picture industry. going tc 

Q Where they would go in an entirely different line cases tl 

A I wouldn’t say it was entirely different—for jp Pabout 0 
stance, television and radio. crimina 

Q What I had in mind, some companies engaged ir 
manufacturing some material product and then sud. 
denly you find.them off in the drug business. It show; 
the fact that they‘will go in other directions? QWi 

A That is probably so. —have 

Q If you were to make an estimate, approximatelyfen the 
how much money have we been spending per year int AI di 
the last 10 years on antitrust enforcement? ly ame 

A During the last 10 years the appropriation fo} Kefauv 
antitrust enforcement has averaged about $1,600,00— @QJs 
not including our present appropriation. Prior to thif’ A Ye 
year, the largest appropriation was the one Mr. Arnold trust D 
got of $2,300,000 in 1941 and 1942 and then it taperedp review 
off on account of the war. It’s now, this year beginning} would | 
July 1, 1948-49, $3,400,000. imagine 

Q That’s the largest you have had? where ] 

A The largest—about $1,000,000 more than the yea} worried 
before. Q TI 

Q How would you use that—more personnel? J ple to: 

A It would be for attorneys and for studies of indus-F chase o 
try and business. thing, ; 

Q Is part of that for investigation? way as 

A No. A Ob 

Q How is it working out, this plan of having the FBI} Q y¢ 
conduct inquiries in antitrust matters? It used to b} in draf; 
done by special agents of the Antitrust Division? is the c 

A We have found the new plan very successful, it F petitior 
fact better than the other way. Now, with the FBP a Th 
making the investigations, our cases are handled muci } the ass 
more quickly. On account of the fact that the FBI he stroyin 
some 50-odd offices in the U. S., we are able to carry 0" the gla: 
investigations, particularly nation-wide investigations f the ass 
much more quickly than we would otherwise. Ther 

I think that, since the FBI has become indoctrinated | amend: 

into antitrust litigation, it has handled it very capably: } erence: 

Q Could you estimate how much industry spends | js one 
on its side to defend its cases, per year? able to 

A It would be many, many times our appropriation. proper 
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| In fact I know of some cases where they have spent 


minal Suit 
i_] know one case where the lawyer got $750,000— 







NE, WoulPywhich would be one fifth of the appropriation of the 
Cause the whole Antitrust Division. 
ot dives.f§ Q The stakes involved, of course, are very high. 






A Sometimes. I doubt it—I doubt it. I think myself 

that industry is better off when it does not fight so 
Phard to try to keep its size or restraints. In some in- 
stances, I think that policy has not only cost the in- 
vhich an§dustry but the companies involved untold sums. 
a certaif Q But you’ve had quite a number of cases of what 
lus in afthey call “nolo contendere” in the last few years, 
re goinppaven't you? They have increased—where they prac- 
the urj Yically agree not to contest suit and come to an agree- 
oing inf ment. That’s a trend, isn’t it. That’s a little different 
Y signs of than it used to be? 
A It was during the early ’40s—there was much 
recently{ more of it. Recently there hasn’t been much. We’re not 
going to accept “nolo contendere” pleas except in those 
ent lin’ cases that are not aggravated. We are very careful 
—for in.f about our criminal cases. We file more civil cases than 
criminal. 






Saged in 
peg Planning New Legislation 
Q What is the plan with respect to added legislation 
—have you any plans to ask for legislation to strength- 
cimatelyfen the antitrust laws? 

year inf AI don’t think there is any necessity for substantial- 
ly amending the law at this time, other than the 
tion fof Kefauver bill relating to mergers by asset acquisition. 
600,00) QJs there a need for that legislation? 

r to thif A Yes, there is. We have a merger unit in the Anti- 
_Arnolif trust Division of the Department, you know. We were 
tapereif reviewing there from 10 to 15 mergers a week, that 
ginning} would be reported to the Antitrust Division. You can 
imagine how many were not reported. These were ones 
where people were a little bit exercised and might be 
he yee} worried about whether or not they should merge. 

Q That’s because it has been theoretically permissi- 
nel? | ble to merge through assets rather than through pur- 
' indus: chase of stock? Isn’t it another way of doing the same 
thing, and competition can be lessened as much one 
way as another? 

A Oh, definitely. 

he FBI} Q You would also run into a great deal of difficulty 


1 to bey in drafting a law to prevent that, wouldn't you? What . 


? is the objective there—to prevent a lessening of com- 


sful, it } petition, isn’t it? 

l€ FBI A That’s right. The test is one company gobbling up 
| much } the assets of another one and in some instances de- 
BI has} stroying the assets. For example, in a suit brought in 
irry OF the glass industry, we found that they were buying up 
ations F the assets of a glass plant and destroying it. 

__ | There has been some question about our proposing 
inate | amendments to strengthen the antitrust laws with ref- 
pably: } erence to penalties. At this time the maximum sentence 
pends F is one year or $5,000, or both, and I think if we are 
able to secure some jail sentences out of the Act in 
Proper cases, it may be sufficient at this time. In fact, 





ation. 


a 


in the two or three cases where we have recommended 
them, the judges haven’t accepted our recommenda- 
tion. We are hopeful that in the event that we get a 
case—I hope we don’t have one where we would be 
obliged to ask for a jail sentence—but if there are cases 
of that stripe, I hope we might get some jail terms be- 
cause I think that that would do more to act as a 
deterrent than any fine. We have found in the past 
that, in paying fines, companies and associations have 
drawn by lot, more or less as to who would pay the 
fines. 


Chances to Escape Prosecution 


Q Does a business have an opportunity to terminate 
its illegal practice before a criminal suit is instituted— 
do you give it an opportunity to cease, either by agree- 
ment with the Department, or consent decree or some 
other method? 

A If upon investigation we found that the violations 
were then present we would not give them an oppor- 
tunity. If we investigated a case today and found that 
a year ago or six months ago or something like that, 
that they had been engaged in a practice that was il- 
legal, but had abandoned it, we would probably not 
take criminal action. But if we found the violation 
presently recurring we possibly would go ahead, the 
idea being if you didn’t do so it would just license 
them to carry on violations of the statute. 

Q Don’t you go up against this very practical thing 
—take the example of traffic laws—traffic lights tell 
you you can’t go through a red, and they tell you how 
many miles an hour you can travel, and you know 
what your speedometer telis you because you look at 
the speedometer and it tells you just how many miles 
an hour you’re going—but, in business, isn’t it often 
contended that the laws and the decisions are so com- 
plex that a man may believe on proper advice that he 
is proceeding legally and then discover he is criminal- 
ly charged? Are the laws so clear that a man can tell 
these things—can tell whether he is free from criminal 
action? 

A You would go back to the basic policy. If the vio- 
lation was such that it had been carried on for some 
period and was publicly known we would not bring a 
criminal case. But I think most every businessman in 
the United States knows that he can’t fix prices by 
agreement with his competitors. 

Q In other words, you do limit these cases to well- 
known infractions of— 

A Well, I don’t know of any policeman who is go- 
ing to let a fellow off who goes through a red light; in 
fact if he goes through the amber light he’s usually 
condemned. 

Q You think then that these infractions of the crim- 
inal type are on the things that you feel are pretty 
clearly understood? 

A Or ought to be. And the evidence is clear, because 
I don’t want to bring a criminal prosecution unless the 
evidence is clear. 
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Special Report. 


Business faces a new profit 
squeeze. Earnings show signs of 
tapering off. Unions demand 
higher pay. New taxes on profits 
are under official study. 

Congress, looking into profits, 
is finding that bare figures do 

not tell the whole story. 

Many companies lose money. 
Some profits are only on paper. 
Stockholders get a dwindling 
share of corporate profits. 


Profits of U.S. corporations are un- 
der increasing fire. Mr. Truman, if he 
had his way, would tax away a slice of 
“excess” profits. Labor wants to take 
another slice of corporation income in 
a iourth round of pay raises. Congress 
is starting to investigate profits to de- 
termine whether they are too high. 

Industry, at the same time, is getting 
concerned about its own profit situation. 
The reason is that the peak of earnings 
appears to be passing. Yet industry must 
have substantial profits if, without having 
to go still more deeply into debt, it is to 
finance needed improvements in plant 
and equipment. 

Facts about corporate earnings get 
all tangled up in arguments and politics. 
In the midst of widespread talk of “ex- 
cessive” profits, trouble signs keep show- 
ing up in the pattern of business income. 
Profits are not universal. In this period 
of record prosperity, many corporations 
actually are running in the red. Stock- 
holders, even in high-profit corporations, 
are not cashing in on the boom as are 
workers, farmers and other groups. 
Profits themselves often show up only on 
paper, not as cash in the bank. Looking 
beneath the surface: 

Over-all dollar profits, when meas- 
ured by current accounting methods, are 
at levels never seen before in the U. S. 

In 1948, corporate profits after taxes 
probably will reach $20,300,000,000. At 
this level, profits will be 12 per cent 
higher than in prosperous 1947, more 
than 3 times 1940 profits, and 2% times 
1929 profits. 

In 1949, profits are likely to taper off 
to around $19,900,000,000. This estimate 
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PRESSURES AGAINST PROFITS 


Tax Planners, Unions Seek Bigger Share 
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an increase in Government 
pending that will offset most of an ex- 
acted decline in business spending. It 
lows for no increase in corporate taxes. 
\ raise of 10 percentage points above 
the present top tax rate, which is 38 
yer cent, would cut profits to $16,700,- 

00,000. An increase of 5 percentage 

points would reduce profits to $18,300,- 

06,000. 

Profit margins per dollar of sales are 
about in line with those of previous 
hoom periods. As the chart on page 40 
shows, corporate earnings in 1948, meas- 
wed by what happened in the first half, 
represent 5.4 cents out of each dollar 
of sales. That was exactly the ratio of 
1929. In 1940, it was 4.6 cents, 

These are average figures. Some indus- 
tries are doing better than that, some 
worse. The transportation industry has a 
higher margin than in 1940, but much 
lower than in 1929. Communications and 
other public-utility industries show a 
smaller margin than in either 1929 or 
1940. 

Measured by total income produced 
by corporate business—that is, the pay 
rolls, rents and interest as well as profits 
that are the corporations’ contribution to 
the national income—profits represent a 
smaller share than in 1929. That year, 
after-tax profits accounted for 18.1 cents 
out of every dollar of such income. In 

| 1947, profits represented 16.3 cents. The 
ratio, judging by figures available for 
early 1948, is remaining about the same 
this year. 

These figures suggest that high physi- 
cal production and the general price 
inflation, not any unusual profit taking, 
have been responsible for the big aggre- 

| gate earnings of corporations. Nor does 
' this tell the whole story. 

Inventory gains have tended to swell 
the profits reported by corporations. 
These gains result from selling low-cost 
inventory at rising prices. Inventory 
profits are taxed, just as are other earn- 
ings, Yet corporate gains on inventories 
do not add to money available for dis- 
tribution to stockholders, because they 
must be used to buy new inventory at 
the higher prices. 

In the two and one-half years ended 
| last June 30, inventory gains amounted 
to $12,000,000,000, or 18 per cent of 
before-tax profits, 

Inventory profits may be fleeting. If 
prices were to decline, business would 
take losses on inventory bought at higher 
prices, In 1930, inventory losses cut gross 
profits by 50.7 per cent. In 1988, such 
losses cut gross profits by 28.8 per cent. 

Depreciation charges also distort 
profits in a period of inflation. As the 
Government reports profits, no allowance 
is made for rising costs of replacing in- 
dustry’s plant and equipment. This is 
because the Bureau of Internal Revenue, 
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for tax purposes, requires corporations 








to fix depreciation allowances on the 


basis of original cost of the property. 
Actual cost of replacement, in a period 
like this, may be far higher than original 
cost. Corporations have to set up addi- 
tional reserves to cover the difference. 
But, in the Government’s way of figur- 
ing earnings, these extra reserves show 
up as profits, 

What this means is that a considerable 
portion of the total earnings of U.S. 
corporations in 1948 becomes paper 
profit, money that is taxed but is not 
available for distribution to stockholders 
in cash dollars. 

Stockholders, for these reasons, have 
been coming out on the short end of in- 
flation, Their dollar dividends are up 
moderately, but they get a dwindling per- 
centage of total profits. Money that nor- 
mally would be paid out in dividends is 
being plowed back into business to fi- 
nance high-cost inventories or high-cost 
expansion of plant and equipment, Where 
stockholders got 69 percent of corpora- 
tions’ after-tax profits in 1929 and 63 per 
cent in 1940, they got only 38 per cent 
in 1947, It appears unlikely that they will 
receive any higher proportion of profits 
in 1948, This helps to explain why new 
stock issues have been getting a cool re- 
ception in the market, 

Retained-profit figures emphasize the 
trend, In two and one-half years after 
the end of 1945, corporations spent about 
$35,000,000,000 for improvements to 
plant and equipment. Retained earnings 
in the same period were $22,800,000,000, 
or nearly two-thirds of the outlays for 
improvements, In 1929, retained earnings 
paid for less than half of corporate spend- 
ing for plant and equipment. 

New money, from bonds and bank 
loans, has been plentiful. Business debt 
has reached record levels in 1948. But 
business has a hard time raising equity 
capital. Stock issues this year are not 
likely to account for more than 20 per 
cent of total proceeds of security sales. 
Corporation executives are getting wor- 
ried about loading up their companies 
with debt, bearing fixed charges, at a time 
when the profit outlook is uncertain. 

These are troubles that are developing 
for nearly all corporations, including the 
ones that are running up big dollar profits. 
And not all corporations enjoy such a 
cushion of earnings. 

Profits are spotty, from company 
to company as well as from industry to 
industry. 

Exact recent figures are not available 
from official sources. However, it is clear 
from reports on previous periods that a 
considerable portion of U.S. business, 
even in this year of record prosperity, is 
not making ends meet. 

In 1929, aggregate profits of corpo- 
rations reached $8,400,000,000, a record 
high up to that time. Yet 41 out of every 
100 corporations were in the red at the 
end of that vear. 

In 1941, just, before the war, 44 out 








when it’s Spring 


that counts 


Fabricators of products employ- 
ing high carbon spring steel must 
make certain that they always 
achieve and maintain just the 
right spring quality in their hard- 
ening and tempering operations. 
That’s where CMP comes in. 
For CMP annealed spring steel, 
another Thinsteel product, offers 
the unvarying accuracy to speci- 
fications in coil after coil that 
provides the answer. Leaders 
in precision strip rolling and 
processing advancements, CMP 
assures: 
1. Chemistry held within range 
for best heat treatment re- 
sponse, 
. Width and gauge accurate 
to closest tolerances. 
. Annealing controlled for 
ideal spheroidization. 
Decarburization held to ab- 
solute minimum. 
. Physicals uniform through- 
out every shipment. 
For information on this or other 
Thinsteel products, write 


“nA - WwW N 


LOW CARBON 
SPRING STEEL 
ALLOY GRADES 
STAINLESS 


Cp 


the Gold Metal Products co. 


YOUNGSTOWN, O. 








NEW YORK ¢ CHICAGO e DETROIT 
ST. LOUIS « BUFFALO ¢ INDIANAPOLIS 
LOS ANGELES 
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re 
customer 
in 


Copenhagen 


Transacting business in foreign countries by telephone has definite 
advantages. You talk directly with the person you’re doing business 
with. You can reach a quick understanding—and avoid misunderstanding 
—ask and answer questions, settle details, in a single call. 


When you call friends or relatives overseas, you have the 

warm satisfaction of hearing their own voices, and enjoying an 
intimate, two-way conversation. Service is open to most 

countries around the world. Just say to the Long Distance operator 
“| want to make an overseas call.” 


1S 

YoRI(-T a role [e) 
by 

telephone! 
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Special Report 


of every 100 U.S. corporations reporj 
deficits. 

In 1944, at the peak of wartime hyg. 
ness activity, 30 out of every 100 Conor. 
tions still were losing money. 

These figures show clearly that the, 
has been a lopsided distribution of 4, 
fruits of prosperity. This point, amo, 
others bearing on the profits of indus, 
is being looked into by a joint Seng, 
House committee headed by Senaty 
Ralph E. Flanders (Rep.), of Vermo; 

A new squeeze on profits, neve. 
theless, is in the wind for 1949, \, 
Flanders asserts that his committee fags 
the “practical matter of finding som. 
thing or somebody to tax.” Senator Josep} 
C. O'Mahoney (Dem.), of Wyoming ; 
member of the committee, agrees, ap 
contends that the best way is to ip. 
pose a new excess-profits tax on co. 
porations. 

A higher tax on corporate earning 
by an excess-profits tax or some othe 
method, has wide support in Congres 
However, the question of what that woul! 
do to business spending gives many men. 
bers pause. With new tax burdens cutting 
into profits, many corporations woul 
have to choose between borrowing mor 
and spending less. Firms already loaded 
with fixed-debt charges might choose t 
cut back their plant-improvement pr. 
grams. There already are signs of such: 
trend, even without new taxes. Busines 
spending, to date, has been one of the 
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—_ iacipal forces supporting the boom. 


lower prices, whether forced by Gov- 
ment or by competition, could quickly 
time bus. ff up the slim profit margin of some im- 
10 corpor, tant industries. For example, the ap- 

rel industry already is caught in a 
that they fit squeeze. Its earnings for the first 
ion of th alt of 1948 were 16 per cent lower than 
it, among ithe same period last year. That repre- 
+ industy ats a drop from 4.8 cents per dollar of 
it Senate. les to 3.7 cents. Outlook is for a further 
y Senate fl op in 1949. 


S report 





Vermont Higher wages, too, promise trouble 
ts, never. many corporations, Demands for | 
949. M; furth-round increases already have 
ittee face kurted. Many companies, where supply 
Ng some FE. catching up with demand, might find it 
tor Josep hud to pass on additional wage costs in | 
Yoming, ‘Bibs form of higher prices. 
Tees, ani What this means is that unions in their 
Ss Om dealings with some important industries, 
| ON Cor Be likely to encounter much greater re- 
stance to new wage increases in 1949 
than in 1948. 

The question of profits and what 
10 do about them is far more complicated 
fhan appears on the surface. Congress is 












earnings 
me other 
Congress 
nat would 


a {nding this out as it digs in beneath the 
as ¢ . 
" sec: bare figures on dollar earnings. In many 


cases, there is little or no room left for 
, profit squeeze. Earnings already show 
sins of tapering off. Fourth-round wage 


ing mor 
ly loaded 


mare: increases, if they come, will cut further 
of such » eit? profits in 1949. Congress will do a 
Bashan lot of studying before voting to tax away 
oak till another slice of corporate earnings. 
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Taxes: a matter for study 
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Fiuwell scRUBBER-VACUUM MACHINES... 


il 





CLEAN 
LARGE-AREA 
FLOORS 


REDUCE 
LABOR COSTS 








With a Finnell Scrubber-Vacuum, 
all four of the floor-cleaning oper- 
ations can be done mechanically! 
A Finnell Scrubber-Vacuum (1) 
applies the cleanser, (2) scrubs, 
(3) rinses if required, and (4) 
picks up. With one or two 
operators, it can do a cleaning 
job better in half the time it 
takes a crew of six to eight using 
separate equipment for the sev- 
eral operations. 


The model shown above at left, 
for heavy duty requirements, has 
a cleaning capacity up to 8,750 
sq. ft. per hour. The single disc 
machine shown above at right, 
for use on the smoother type of floors, 
cleans up to 10,000 sq. ft. per hour! 
Finnell also offers a Scrubber-Vacuum 
for smaller operations... for use in 
congested areas. All Finnell Scrubber- 
Vacuum Machines are self-propelled and 
are available with silent vacuum. 


There’s a Finnell man nearby to help 
train your maintenance operators in the 
proper use of Finnell Equipment. For 
consultation, demonstration. or litera- 
ture, phone or write nearest Finnell 
Branch or Finnell System, Inc., 3712 
East Street, Elkhart, Indiana. Branch 
Offices in all principal cities of the 
United States and Canada. 


LZ 
| FINNELL J 


BRANCHES 


FINMNELL SYSTEM, IME. \ ow 


Pioneers aad Specialists in 


FLOOR-MAINTENANCE EQUIPMENT AND SUPPLIES CITIES 








PRINCIPAL 















ittRess PROFITS 





50 YOU THINK 
YOURE INSURED... 


“Milwaukee manufacturer’s trusted 
employee forges $100,000 in checks. 
Employer has a fidelity schedule bond, 
not blanket coverage. He thought he 
was insured. His loss—$100,000.” 


Don’t Take a Loss 


29 different ‘‘gaps”’ in coverage can cost 
you money! Don’t risk a loss by think- 
ing you're fully insured. Know you 
have full insurance protection. Be safe, 
not sorry. 

See your AMICO agent for al! casualty, 
property insurance and bonds. AMICO 
is a strong legal reserve company pay- 
ing dividends to policyholders. 


Write for AMICO’S 
valuable new booklet, 
“*29 Gaps in Your 
Bridge to Security,”’ 
today. It may save you 
money! a 





| AMERICAN Motorists INSURANCE COMPANY 
4760 Sheridan Road | 


Chicago 40, Illinois 
| Please mail me my FREE copy of ‘‘29 Gaps j 
i in Your Bridge to Security.” | 
DUES era kikes bes esd CASA KOON ss ° 
l iS 6 ong koe wie pena enl in chipie a dicen oo I 
| Rs no teia sen os ZONE. OME es | 
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ABOUT CONTROLS ON LOBBYISTS 


Lobbying and lobbyists are coming 
under fire again. This time the fire is 
directed from the White House. It is to 
lead to a 1949 investigation of lobbying, 
and maybe to an effort to strerigthen the 
law that affects those who seek to influ- 
ence legislation. 

At present about 1,500 individuals are 
registered as lobbyists under the 1946 
Regulation of Lobbying Act. Their pay 
ranges from nothing to a top of $65,000 
a year paid to a representative of an 
association of electric companies. 

All kinds of questions are being raised 
under the existing law. There is a ques- 
tion of whether lawyers, acting as coun- 
sel for firms or groups interested in in- 
fluencing legislation, must register. A 
test case now is being shaped on that 
point. Then, there is a question of who 
really are lobbyists, and whether there 
is a limit to the right of an individual to 
petition the Government without first 
registering. 


Is it legal to write to your Congress- 

man without registering? 
Yes. The law allows an individual to 
write to his Congressman, and to express 
an opinion for or against legislation, with- 
out registering. Furthermore, an indi- 
vidual can do almost anything to make 
known his opinion on legislation if he 
spends his own money for this purpose 
and is not reimbursed by some other per- 
son or organization. But, if he is paid to 
try to influence legislation, even indi- 
rectly, he usually is required to register 
as a lobbyist. 


What about testifying before a com- 
mittee? 

You can do that, too, without register- 
ing. The law says that even the paid agent 
of someone else or of some group or or- 
ganization can testify before a congres- 
sional committee, for or against legisla- 
tion, without registering under the Act. 
But, if a paid agent goes beyond that and 
tries to bring influence on legislation out- 
side the committee room, he violates the 
law unless he is registered as a lobbyist. 
And the penalty for violation can be 
severe. 


What activities would be classed as 
lobbying? 
In general, there are three main groups 
whose activities come within the classi- 
fication of lobbying under the Act. The 
first is made up of those who are paid to 
organize campaigns to send letters or 
telegrams to members of Congress, urg- 
ing passage or defeat of certain legisla- 
tion. These persons often do not visit 
Washington, but operate from other parts 


of the country. The second group usual 
operates in Washington. It tries to jy. 
fluence members of Congress in persona) 
conferences, or indirectly by entertgip, 
ment or other methods. The third group 
consists of representatives of businey 
professional, labor or other organizatiog; 
who openly present views and argumeny 
for consideration of members of Co. 
gress. 


Are any of these activities barred) 
Not at all. The Lobbying Act in no wa 
limits the activities and operations ¢ 
persons or organizations that want to in- 
fluence legislation. But it says that thos 
who engage in these activities for pay o 
other consideration must register with the 
Senate and House and must make certaiy 
reports. 


What is involved in registering aso 
lobbyist? 


‘Before engaging in lobbying, a person is 


required to file a detailed statement with 
the Secretary of the Senate and the Clerk 
of the House. This shows by whom the 
person is employed, amount of salary and 
other compensation, and what expenses 
are paid for. 


Are financial reports required? 
Yes. Quarterly financial reports must be 
filed by registered lobbyists. These are 
supposed to show the amount received 
during the quarter, persons to whom pay- 
ments were made and for what purpose, 
legislation supported or opposed and 
publications in which the agent caused 
articles to be printed. 


Persons or organizations that solicit o 
collect money for lobbying purposes also 
are required to make quarterly reports 
These must give the name and address of 
each person who contributed $500 o 
more, total amounts collected and e- 
pended, persons to whom payments were 
made and the purpose of these expenti- 
tures. 


Must Government officials register as 
lobbyists? 

No. The law specifically exempts Gov- 
ernment officials acting in their official 
capacities. But emphasis is placed 
“official capacities.” Indictments recently 
were obtained against two officials 0 
State governments who, it was charged, 
had received pay for lobbying activities 
outside their official capacities. 

Who else is exempt? 

The law also exempts from registration 
and financial reports owners and pub 


lishers’ of newspapers, magazines ali 
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ither regular periodicals and their em- 
Joyes, aS long as they do not engage in 
Hobbying activities outside their custo- 





Bary operations. 


ISTS "when must lawyers register? 

“The view of the Department of Justice is 
hat lawyers are in the same position as 
Sher individuals: If they are paid to try 
person fj) influence legislation, other than 
entertain. Fyhrough direct testimony before a com- 
td grow Pipittee, then they should register. Thus, 
busines, for example, if a lawyer is paid to pre- 
nizations pare a statement that will be used by 
rguments Pomeone else to try to influence legisla- 
of Cop. on in lobbying activities, the position of 
the Department of Justice is that he 
<hould register. A number of lawyers 
barred? have registered. But the status of lawyers 
1 NO Way Pinder the law may be clarified by a court 
tions of Fiuling in one pending case involving the 
int to in Findictment of an attorney for not register- 
iat thos Bing and filing reports. 

Yr pay 01 
With the [Suppose @ person receives expense 
e certain |} money but no pay? Should he 

register? 

Yes. If a person is reimbursed for his ex- 
di penses in trying to influence legislation, 
he is supposed to register as a lobbyist 
erson is Fund file a report, even though he received 
ent with Brno actual compensation. He is not re- 
he Clerk quired to register, however, if he is 
hom the merely reimbursed for expenses in ap- 
lary and pearing before a congressional commit- 
-XPenses Ftee and does not otherwise try to influ- 
ence legislation. 
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? What is the penalty for violation? 


must be Conviction for violation of the Act can 
les€ att P bring a fine up to $5,000 and a year’s im- 
ecelvel © risonment, or both. In addition, a person 


om Pay E convicted of violating the law is auto- 
a a matically barred for three years from 
ed and 


ial lobbying or trying directly or indirectly 
cause’ F to influence legislation. 


a What are the objections to register- 
icit oF ing? 


si also F some persons who openly carry on cam- 
Psi paigns for or against certain legislation 
ion teel that there may be a stigma in put- 
bry ting themselves on record as “lobbyists. 
pa Others do not want to reveal their in- 
walk comes. And some consider that the law 

violates the constitutional right of free- 

dom of speech and the right to petition 
sher 6s the Government. But, since the Govern- 


ment began to move against a few persons 
ee tor failure to register and report, the num- 
official ber of registrants has been increasing. 
red oF. , 
ecently | °° fat, no cases involving charges of viola- 
‘als of } tou of the Act have gone to trial. Thus 
rarged, there is no court ruling or interpretation 
tivities °° serve as a guide on who actually must 
register as lobbyists. But court decisions 
are expected next year. And, at the same 
time, Congress is expected to examine 
tration fF ‘he entire situation and to decide what 
| pub- » changes, if any, should be written into 
and the Regulation of Lobbying Act. 
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“Careful, William! Don’t waste a drop—that’s Old Smuggler.” 





Ask for Old Smuggler the next time you order Scotch—and you 
will understand the reason for the words, “Careful, don’t waste a 
drop.” The historic excellence of Old Smuggler dates back 71 
years. It is composed and nurtured with patience and scruple— 
and distinguished by great softness and delicacy of flavour. 


W.A. TAYLOR & CO., N. ¥.C. © istablished 1888 « Sole Agents for U. S. A. 
Z 









vf BLENDED SCOTCH 
WHISKY « 86 PROOF 
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For all bookkeeping and accounting 


Whatever your business 


ai ape NATIONAL MECHANIZED 
ACCOUNTING 


Saves up to 306 or more! 





That’s what firms of every size and type report after 
mechanizing their accounting with Nationals. The exceptional 
features and advantages offered by all National Accounting 
Machines make possible these savings, which often pay 

for the whole National installation in the first year. 

In the office as in the factory, mechanization cuts overtime, 
reduces costs. Ask your National representative — a trained 
analyst — to study your accounting set-up and report 
in writing what you may 
reasonably expect to save by 
the use of these modern tools Sationau 
of mechanized accounting. accents mac 


CASH REGISTERS © ADDING MACHINES 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 





Trend of American Business 











24th and N Streets, N.W. 
Washington, D. C. 


Business outlook, clouded since election, is becoming still more cloudy. 

Christmas trade is disappointing merchants. For the first time since 1945, 
department stores are not expecting any increased holiday business. 

Some manufacturers, mostly small ones, are laying off workers as orders pom 
cline. This trend is presented in more detail in the article on page 16. 

Total employment, however, continues at peak levels. So far as Government 
is able to measure employment, the country. still is almost "fully employed." 

Consumer incomes still are rising, thereby adding to purchasing power. 

Factory production, when last measured, was at a record peacetime high. 

Most basic factors--employment, income, output--show the boom to be as 
strong as ever. But spotty situations, developing here and there, give signs 
that the boom is weakening. This situation is creating a lot of uncertainty 
among businessmen and is causing them to hesitate in making future commitments. 

















What probably is happening is that consumers have satisfied most of their 
urgent needs and now are waiting for lower prices. A buyers’ market may be back. 
Conditions in the electrical-appliance industry support this conclusion. 
Sales declines are reported by manufacturers of coffee makers, electric 
heaters, heating pads, electric irons, toasters, vacuum cleaners, water heaterse 
All these items are relatively easy to make and have been turned out in 
record quantity since the war. Sales declines in these lines range from 7 per 
cent for water heaters to 57 per cent for electric coffee pots and urns. 
Sales increases are reported by manufacturers of refrigerators, electric 
ranges and washing machines--all needed urgently for new houses. 
Television sets are selling briskly. This year's sales are 366 per cent 
’ ahead of last year. This is a new and rapidly expanding industry. 
: The situation in the electrical-appliance industry probably is typical. 
- Consumers don't particularly need the smaller items at the moment. They want 
the scarcer, more expensive items. So the buying pattern has shifted. 














There is no indication that recent downturns in some lines are causing fore- 
boding among Government officials. They still stress dangers of inflation. 

An anti-inflation program continues to be emphasized as necessary. 

Government spending plans still get critical attention from civilians who 
advise the President. They oppose the program presented by military officials. 

In general, the President is being advised that a $45,000,000,000 budget 
probably will assure capacity production and full employment for another year. 
More than that, he is being told, will mean more severe inflation. A budget of 
less than $45,000,000,000 apparently is not getting any consideration at all. 








To take a look at prospects in the big, basic U.S. industries: 
Steel industry is operating at capacity, with no sign of a letdown. 
Construction industry shows some decline in residential building and in fac- 
ertime, tory building, but this is being offset by public-construction programs. 
ed Automobile industry plans to produce to the limit through 1949. 
With automobile factories, steel mills and construction operating at a high 
level, no bust in the boom seems likely. These industries, when operating fully, 
employ too many workers, buy too much material, produce too much business for a 
7) bad setback to occur in business activity generally. 











(over) 
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TREND OF AMaRICAN BUSINESS--(Continued) 


There is a possibility that the decline in consumer spending, coupled with 
continued high activity in heavy industries, will produce the adjustment in the 
boom that has been looked for since early 1947. There is Some promise in the 
present situation that activity may level off without great pain. 


Profit trends also will produce fewer disputes if conditions level out. 

How much profit industry should make, or should be allowed to make, is cur- 
rently the subject of study by a special joint committee of Congress. 

Right now, these hearings are producing ammunition for groups that want to 
take more wages, or more taxes, out of corporate profits. But, if business 
should decline only slightly in the months ahead, profits would decline, too, 
perhaps by a larger margin. That would make present arguments academic. 








However, hearings are revealing important attitudes toward profits. 

The "profits are too high" school of thought contends that it is the con- 
sumer, the final buyer, who should get first consideration when it comes to dis- 
tributing the national income. This, roughly, is the New Deal line. 

The "profits are 0.K." advocates hold that the national welfare actually 
depends first on industrial expansion and that you can't have expansion without 
profits. This is said to be specially true now, with sluggish equity markets. 

These conflicting attitudes, academic as they may seem, have practical in- 
portance to businessmen. One or the other may determine national policy. 








Industrial expansion is one test of the adequacy of profits applied by Sun- 
ner H. Slichter, a Harvard professor of economics. If industry expands faster 
than demand, then profits probably can be presumed to be too high. 

If expansion lags behind what people want, the Slichter thesis holds that 
profits can be presumed to be too low, or at least not excessive. 

By this test, Professor Slichter concludes that profits are not too high. 
He also points out that profits probably are exaggerated by counting in gains 
made from rising inventory values and by not allowing enough for depreciation. 








Oil industry gets similar defense from Joseph E. Pogue, New York banker. 

Oil shortage, Mr. Pogue claims, was solved in 1948 primarily because of the 
industry's expansion. And that expansion was financed chiefly by profits that 
were plowed back into the industry. This is cited as a practical application of 
the theories advanced by Professor Slichter. 








The opposite view is put forth by Seymour E. Harris, also of Harvard. 
Profits are too high, Professor Harris says, if spending is a yardstick. 
Business investment has been an inflationary factor of much importance. 
Therefore, one way to curb inflation is to curb business investment, and one 
way to curb business investment is to put some check on the level of profits. 
Higher taxes are suggested by Professor Harris as the best way to stop in- 
flation, and he adds that corporations should pay a good share of them. 
Another discussion of profits appears on page 40. 








Marshall Plan spending is shifting from consumer to industrial goods. 

In April, for example, only 20.3 per cent of authorizations for aid to Eu- 
rope went to industrial materials. The-bulk went for food and farm products. 

In November, 50.8 per cent of allocations was for industrial goods. 

This shift in emphasis promises more business for heavy industries in the 
months ahead. It will tend to cushion any decline in domestic demand. 








Exports, however, are likely to have less inflationary influence in 1949. 

Export trend may be upward early next year, but the import trend will be up- 
ward, too, narrowing the gap between the level of exports and imports. 

It is this gap that has added to inflationary demand in the U.S. 
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...@ port that is nearby, with fast, sure rail transportation to your 


plant... a@ port equipped with all modern facilities to handle your 
freight as quickly and safely as possible... 

...4@ port ready for your use at all times .. . ice-free and open the 
year ’round . . . designed to accommodate every type vessel... to 
handle every type cargo...a port with sailings to the United Kingdom, 
Continental Europe, Scandanavia, the Near East and Far East... South 
and East Africa, Australia and South America . . . with regular coastai 
and intercoastal sailings to points along the Atlantic and Pacific coasts 
...@nd a port with favorable rate differentials to and from the west 
and mid-west. 

These advantages, plus the Precision Transportation of the Norfolk and 
Western Railway to shipside, make the Port of Norfolk the right port for 
yourindustry . . . one of the major reasons for locating your new plant in 
the Land of Plenty — the six great states served by the Norfolk and Western. 


Write to the Industrial and 
Agricultural Department, Drawer 
U-110, Norfolk and Western Rail- 
way, Roanoke, Virginia. This 
department is staffed with plant 
location specialists ready to furnish 
you, in strictest confidence, any 
information about any section of 
the Land of Plenty. 





Norfolk and Western 
facilities at the Port of Nor- 
folk include five modern 
merchandise freight piers, 
one recently completed at a 
cost of $6,000,000. 


Among the Norfolk and 
Western’s modern facilities 
at the Port of Norfolk is a 
750,000-bushel capacity 
grain elevator. 


Norfolk and Western coal 
piers at Lambert Point are 
built to dump more than a 
million tons monthly. 


orhotk... Wester. 


RAILWAY 
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IF WAGE-HOUR ACT IS WIDENED— 


Employers are due for higher 
labor costs, workers for larger 
pay envelopes in a number of 
relatively “low pay” industries. 

Congress is expected to raise 
the minimum wage from 40 cents 
to at least 65 cents an hour, and 
possibly to 75 cents. 

At a 75-cent minimum, 1,700,- 
000 workers would get increases. 

Plans also would blanket more 
firms under Wage-Hour Act. 


An increase in this country’s mini- 
mum wage from 40 cents an hour to 
75 cents is to be asked early in the 
new session of Congress. 

On the basis of the present outlook: 

A 65-cent minimum wage, at the 
least, appears as a near certainty. 

A 75-cent minimum is better than 
an even chance, but not an assured 
thing. With 75 cents being asked, and 
65 cents offered, there might be a com- 
promise on 70 cents an hour. 

Broader coverage for the Fair Labor 
Standards Act, with its minimum wage 
rate and maximum work week of 40 
hours, is becoming a possibility, maybe 
a probability. The present Act excludes 
workers in many local trade and service 
industries and in some industries that 
process farm products. 

Net effect of these changes will be 
higher pay for hundreds of thousands of 
workers and higher pay rolls for em- 
ployers in industries that now have 
relatively low wages. Some workers in 
higher wage brackets also may get pay 
increases, as general wage adjustments 
are made to conform with the higher 
minimum wages required. 

To be more specific, here is what is 
likely to happen in the event that various 
proposals are adopted by Congress: 

A 75-cent minimum, if enacted 
into law, will directly affect workers and 
firms in a relatively few industries, as 
shown by the chart on this page. 

Pay raises will go to about 1,700,000 
workers now getting less than 75 cents 
an hour in industries currently governed 
by the Wage-Hour Act, About 20,900,- 
000 other workers covered by the Act 
already receive 75 cents an hour or more, 
according to estimates of Government 
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Pay Raises To Spread All Along the Lin 





A 75-Cent Minimum Wage: 
What It Would Mean 














20,900,000 


WORKERS NOW GET 
15¢ AN HOUR OR MORE 





1,700,000 


WORKERS WOULD GET 
AN INCREASE IN PAY 


Industries Affected: 


LUMBER, LUMBER PRODUCTS, 
FURNITURE, FINISHED TEXTILES, 
APPAREL, LEATHER GOODS, 
FOOD PRODUCTS, 
TOBACCO MANUFACTURERS, 
LAUNDRIES, RETAIL STORES 











Basic data: Labor Dept. © 1948, By U.S, News Pub. Corp. 
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that slightly more than 7 per cent of lMder the / 
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are getting less than 75 cents an how [BA 70-ce 
Other workers now receiving Mle comp! 
cents an hour or more stand to gain ggfout 5.6 P 
raises in industries where an increag MM Act, OF | 


the minimum scales is required, Whagding to 
low-pay groups in those industries The outl 
moved up, workers in the next-hishfhat highe 
brackets may receive pay increases, jut now ar 
to keep the wage schedule in balayghigher ™ 
Labor costs thus will increase iM not affe 
many employers in industries that yoqgyest wag 
have considerable numbers of workers dfisted new 
the lower pay brackets. Governmegmturing i 
surveys list these as including lumbgfftegory. 
lumber products, furniture, finished ty 
tiles, apparel, leather goods, food pri FFEC 
ucts, tobacco manufacturing. In additig E 
some retail stores, laundries and oth NN \ 
service establishments are covered by 
Act. Trouble 
The total bill for employers who age are ca’ 





forced to increase pay to 75 cents is ign. If un 
dispute. Sonre Government estimates pi a small 
it at less than 1 per cent of the tojiget a fo 


wage bill for the country. For industig{Unemple 
most affected, the added labor cost all by pr 
estimated at from 2 to 10 per cent of tir 27, ther 
particular industries’ wage bills. Song unemp 
industry sources predict much _highefite syster 
wage bills will result. br was 69 

Broader coverage for the WagpThe catc 
Hour Act—bringing more industries wfinploymer 
der its regulations—is another Administafemployn 
tion goal. Several million workers may bygiger than 
added to the 22,600,000 now protecteiffually doy 
by the Act. It is proposed to add employeiig to hole 
in transportation industries, seamen al decrease 
workers handling and processing famfviewed a 
products and fish. Rules for retail stor§ Wage 
and service establishments also will befected by 
clarified, if the Administration has ifok. Den 
way. The idea is to draw definite limif{imp agai 
for the types of stores and service shopiies that 1 
to be included and those excluded. fd havin, 

Farming and a few other industrifeet. 
that will remain outside the Wage-Hou§ Strikes, 
regulations still are likely to feel th sell to 
effects of higher minimum pay. Farmethout layo 
may discover that they have to raise thefMg to be 
wages of their laborers in order to keep ss levera 
them from moving to city jobs mactMore pros 
more attractive by the higher federal §® to com) 
























minimum. The lower-paid jobs in the labor t 
cities usually are for unskilled work that Pay de 
can be done by the farm hands, anion lea 
there thus is competition between thet making 
jobs and the farms. LB showdc 

An increase to 75 cents, therefore, 3gpitness 
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rected tO have considerable effect upon 
economy, if Congress adopts the 
ninistration plan. If the minimum 
ve is fixed at a lower rate, many em- 
vers and workers still will be affected. 
A 65-cent minimum, which may 
adopted as a compromise, would 
aises for about 800,000 work- 
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le Ling A iieg to estimates given earlier 
‘the year by Wage-Hour Division 
bials, They estimated that about 3.6 
S estima cent of the total number of workers 
cent of dlder the Act were receiving less than 
by the 4 cents an hour. 
an hoy. @4 70-cent minimum, another pos- 
-eiving le compromise, would bring raises to 
gain sp uit 5.6 per cent of the workers under 
increas Me Act, or nearly 1,300,000 workers, ac- 
red, Whdggding to these officials. 
ustries alfThe outlook, therefore, is for some- 


iat higher labor costs for those firms 
bt now are paying relatively low wages. 
higher minimum, on the other hand, 
i) not affect many industries where the 
vest wage rates are well above the sug- 
workers sted new minimum levels. Most manu- 
overnmegeturing industries are in the latter 
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1 additiog 
and oth 
red by t 
~ Btrouble signs in the employment pic- 
e are causing labor leaders some con- 
_If unemployment is to return, even 
mates py a small scale, it is to be more difficult 
the tof get a fourth round of wage increases. 
industrigUnemployment to date continues to be 
or cost Mall by prewar standards. As of Novem- 
ent of tier 27, there were 918,000 persons draw- 
lls. Soni unemployment compensation under 
h_highefite systems. One year earlier, the num- 
r was 699,000. 
‘The catch is, however, that, while un- 
ployment as measured by claims for 
employment insurance is only slightly 
ger than a year ago, the trend in claims, 
ally downward in this period, is tend- 
g to hold steady. Failure of the claims 
decrease in number at this time of year 
viewed as disturbing. 
Wage strategy of unions is to be 
ected by what happens in the job out- 
hk. Demands for pay increases will 
mp against serious resistance in indus- 
fes that may be curtailing employment 
bd having some difficulty making ends 
et. 
Strikes, for example, will be difficult 
ell to workers who may be worried 
bout layoffs, or whose work week is hav- 
g to be curtailed. There then will -be 
8 leverage with which to win strike-, 
ore prospect that business will simply 
» to competitors who are not shut down 
‘labor trouble. 
q Pay demands, too, will be influenced. 
nion leaders are to be more cautious 
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on thet making demands and in pressing for 
showdown if there is evidence of 
efore, itness in employment. There will be 
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demands for a fourth round of pay in- 
creases. That is sure. But size of de- 
mands and insistence upon them may be 
modified. 

More social security instead of big 
wage increases could turn out to be the 
formula applied by union leaders if the 
long rise in employment is slowing. Some 
leaders of labor already are suggesting 
that politics is the field in which labor 
now can win its major concessions, rather 
than collective bargaining. Bigger pen- 
sions, disability insurance, larger unem- 
ployment-insurance benefits for a longer 
period offer a field for activity. They may 
be easier to win from Congress or State 
legislatures than from employers. 

Settlement price on wages will be 
smaller than’in previous years, no mat- 
ter what happens to the employment 
picture. Round No. 1 was ended on the 
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UAW'S EMIL MAZEY 
. .. more emphasis on politics? 


basis of a raise of 18.5 cents an hour 
for workers in the big industries. Round 
No. 2 was ended for 15 cents. Round No. 
3 ended for 13 cents. Round No. 4, under 
best conditions for labor, is expected to 
end for between 5 and 10 cents an 
hour. It may end for less if employment 
trouble develops. 

The showdown period for Round 4 
apparently is to be next June or July, in 
the larger industries. That is when most 
big contracts expire or permit wage talks. 
That is nearly a half year away, time for 
much to happen in employment. 

Soft spots in employment are show- 
ing up in various States and industries. 
The clothing industry in New York and 
Pennsylvania has been laying off workers. 
Increases in layoffs also are noted in the 
shoe industry, in food processing, in elec- 
trical equipment, among others. The 
numbers involved so far are not alarming 
and many workers probably have found 
jobs in other plants. However, union 
leaders are watching the trend closely. It 
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IN TOUR FARES 
For Americans Visiting 
The BRITISH ISLES 


When planning your British Isles holiday, 
make a list of all the places you wantito 
see in England, Scotland, ireland and 
Wales. Your Travel Agent will be glad 
to help you prepare your complete in- 
dividual itinerary. That way you'll effect 
substantial savings on planned tour tick- 
ets offered by British Railways. 


See 


ua 


Naturally, you'll visit our great cities, 
our world-famous historic and scenic 
shrines (all within a day’s train trip from 
London) ... buf with more time you can 
enjoy so many equally memorable travel 
experiences in our less-publicized by- 
ways. So plan to stay longer—discover 
for yourself the charm of our villages, 
countryside and rugged coastline. 


means 


Tee nish 
RAILWAYS 


TRAINS... 


Swift, comfortable trans- 
portation to every corner 
of the British Isles; 


HOTELS... 

45 hotels associated with 
British Railways, strategic- 
ally situated for your tour 
or business trip; 


CROSS-CHANNEL 

FACILITIES... 
Railway-operated steamer 
services over a wide va- 
riety of routes to Ireland 
and the Continent. 





Depend on the all-inclusive travel services 
of British Railways for every phase of your 
tour of the British Isles. We suggest you 
secure your rail transportation, as well as 
Pullman, cross-channel steamer and hotel 
reservations before you leave. 


British Railways—official agents for air 
tickets on British European Airways Corpo- 
ration routes in the British Isles. 


Write for British Railways new and amus- 
ing booklet, ‘‘WHAT, NO ICE?‘‘—written 
especially for Americans planning to visit 
us; as well as the full-color map folder, 
“THE BRITISH ISLES’‘—both free upon re- 
quest to Dept. 36 at any of the offices 
shown below. 


For tickets, reservations and authoritative 
travel information on the British Isles 


CONSULT YOUR LOCAL TRAVEL AGENT 
or any British Railways office: 
NEW YORK 20, N. Y., 9 Rockefeller Pl. 
CHICAGO 3, ILL., 39 So. LaSalle St. 
LOS ANGELES 14, CAL., 510 W. 6th St. 
TORONTO, ONT., 69 Yonge Street 


BRITISH, RAILWAYS 











of PROGRESS in Railroading 








Thanks to the “Rolling Bird Cage” 


NY RAILROAD MAN will tell you 
that the key to smooth riding 
for both passenger and freight trains 
is a well-maintained, stone ballast 
roadbed. So it’s small wonder the Erie 
is proud of its main line, completely 
stone ballasted all the way from New 
York to Chicago. 


Erie’s “rolling bird cage” (properly 
known as a power ballast machine) is 
shown here helping to keep the road- 
bed in top condition. Working with 
a series of eight tampers that push 
the ballast under the ties and pack 
it down evenly for smoothest riding, 
this ingenious machine does the job 
faster and better. 
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Of course, the power ballast machine 
is only one of the important reasons 
for Erie’s famed roadbed—one of the 
best maintained in all America. It 
does point up how Erie’s progressive 
railroading works continuously and 
efficiently on the job of providing safe, 
dependable transportation for both 
passengers and freight. 


Erie 


Railroad 


Serving the Heart of Industrial America 
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CUTBACKS IN CLOTHING 
. . . Soft spots, trouble signs 


may mean that they must revise } 
line of attack. 

Political demands, for example 
being pushed to the forefront by le 
of the CIO United Auto Workers, 
Mazey, UAW secretary-treasurer, | 
just warned his members that unempj 
ment faces thousands of workers in( 
tain consumer-goods industries wh 
sales resistance is mounting. He sugge 
that UAW pay more attention to pol 
put more pressure on Congress for 1 
benefits for workers. This does not m 
that UAW has dropped the idea of as 
for wage increases next June or July 
still intends to seek raises. But, by q 
summer, the employment picture 
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complicate the pay negotiations for U4 


and for other labor unions. 


DEVELOPING PLANS 
ON TAFT-ACT CHANG 


The general framework for a 
labor law is starting to take shape. 
substitute for the Taft-Hartley Act! 
ministration leaders reportedly are til 
ing of legislation along these lines 

Wagner Act clauses are likely 
incorporated in any new law. Labork 
ers publicly talk of confining the lam 
the old Wagner Act terms, but Adm 
tration officials are not going to bes 
fied with the Wagner Act. Rights of 
ions to organize and to win bargail 
rights through Labor Board elect 
will be continued, as in the old! 
Also, unions will still be permitted to 


charges with the Board agains @ 


ployers who fire workers for union at 
ties or who refuse to bargain. 
But the new labor law is to go be 
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Wagner Act. It will include some re- 
tions against union activities, accord- 
to present indications. 

yles for unions that are likely to 
imposed by the new legislation will 
ide some of the Taft-Hartley Act pro- 
ons, but chiefly in modified form. 

big strikes are due for some sort of 
ols. Administration officials are con- 
pring a fact-finding procedure, like that 


“SiwMiihe Railway Labor Act. Major strikes 
aN d be delayed while a Government 
+. J investigated the issues in dispute 
® BWaee recommended a solution. The pro- 
: wre would be used only in major in- 
~o ny-wide disputes. Congress, however, 

want to put more teeth into the law 

oder to control John L. Lewis and 
Y Fictional strikes also will be re- 
2 Mi ted in some way, as plans are shaping. 
We dent Truman is on record for out- 
Y. Dress ial ing strikes over the right to perform 
THI Harticular type of work. He also has 
2 signs Bored prohibiting strikes that are aimed 
forcing employers to give bargaining 
ts to one union when another has a 
jal contract. 
exampk Secondary boycotts seem to be des- 
nt by legfed for restrictions, too, although Mr. 
‘orkers, fqjguman has opposed going as far as 
easurer, gngress did in the Taft-Hartley Act. 
at unemp| ident Truman was in favor of allow- 
rkers in unions to stage boycotts in order 
stries wh protect their wages or working con- 
Le suggefftions in another plant. He objected to 
n to polif™ycotts that support a jurisdictional 
ess for nike, or that have some other “unjusti- 
es not m@—ble objective.” 
lea of astifUnion practices of other kinds that 
2 or Jul. considered unfair also probably will 
sut, by Wf prohibited. Thus, a union may be pre- 
nips ted from coercing workers into join- 
ns for U4 
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In 1928, the Hyster Company 
produced this hoist, mounted on 
a Fordson tractor. The hoist was 
equipped with a Twin Disc Clutch. 


The current model Hyster D8 
tractor yarder, mounted on a 
Caterpillar D8 tractor, also is 
equipped with a Twin Disc Clutch 


For more than twenty years, the Hyster Company has used 
Twin Disc Clutches on its yarders, winches, and other 
logging equipment. Like many other leading manufacturers 
of heavy-duty equipment for the lumber, construction, 
marine, petroleum, locomotive, farm implement, and 

machine tool industries, the Hyster Company has found 
Twin Disc Clutches efficient units for power transmission. 
Twin Disc CLutcH Company, Racine, Wisconsin 
(Hydraulic Division, Rockford, Illinois). 


Reduction Gear Hydraulic 


Torque Converter 
P Machine Tool 
Clutch 


Twilibisc 


CLUTCHES AND/HYDRAULIC DRIVES 
UY 


JUDGE TWIN DISC BY THE COMPANIES IT KEEPS 
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IT’S Sasy TO SELECT 
—_—_ 
A PLANT LOCATION 





§ 3 4g 


ows OFFERS expanding industries countless plant locations 
with a wide variety of natural and physical resources to meet 
the most exacting requirements. 

The Iowa Development Commission offers you a personalized 
service in helping you find the ideal combination that fits your 
particular needs. There are countless choice sites in lowa await- 
ing industrial development which they will gladly show you. And 
there are a few already constructed physical plants available that 

c may be what you are looking for. 

Feel free to ask for information, whether your needs are on a 
ig large or small scale. Preliminary negotiations will be conducted 
on a confidential basis if you so desire. Look to Iowa, with its 
adequate supply of skilled labor and the friendliest of people and 
government for your new plant location. 






PRODUCT OF 







Iowa’s official Trade Mark 
identifies the fine products 
of Iowa farms and factories. 
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To interested executives this valuable reference 
book containing a complete picture of industrial 
opportunity in lowa is available upon request. 
Included are vital statistics on population, existing 
industry, agriculture, raw materials, markets, 
transportation, and living conditions. Write for 
your free copy now and see how you can profit 
by bringing your plant to IOWA! Address 784 
Central National Bidg., Des Moines 9, lowa. 


IOWA DEVELOPMENT COMMISSION 
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that limit union activities, litt 
Injunctions apparently will be , we 
nated, or will be confined to a fey, not 


Senator Elbert D. Thomas (Dem, pili 
Utah, who is in line to be chainam Sales 
the Senate Labor Committee, js opps 4, 
to injunctions. He believes that ffm 3% 
district courts again should be deni — ¢€” 
right to issue injunctions in labo spo 
putes. This would still permit the | Det 
tional Labor Relations Board to 4) wet 
circuit court of appeals for an orde bee 
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COULDNT He 
GAME GETA 
UTTLE ROUGH? 














however, would not be able to get te 
porary injunctions against unions Wi 
cases were pending before it, under fi 
proposal, 3 

The “closed shop” may be restort 
Administration officials apparently 
willing to allow contracts that limite 
ployment to union members. 

The damage-suit clause of the! 
Hartley Act also may be dropped. 
clause authorizes employers to file suit 
federal court for damages where ul 
break their contracts, as in wildcat str 

Bargaining-election machinery ! 
the NLRB also is due for overhaul 
The employer’s right to ask for ane 
ploye election probably will be restrité 
The AFL will want a guarantee that¢ 
unions can get separate bargaining U! 
in industrial plants, while ClO will 
pose any carving up of the plant 
units. Congress may have trouble 
this question. 
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Department-store sales are doing a 
little better as Christmas draws 
near. Improvement, however, is still 
not enough to keep goods from 
piling up. 

Sales for the week ended December 
4. measured by Federal Reserve 
Board weekly indexes, fell 4 per 
cent below the most nearly corre- 
sponding week last year—ended 
Dec. 6, 1947. Sales in the four 
weeks ended November 27 had 
been 7 per cent below a year ago. 

A better showing is being made 
than those comparisons indicate. 
Each week last year ended two days 
nearer Christmas than the most 
nearly corresponding week _ this 
year. So steep is the normal rise in 
Christmas sales in late November 
and December that the difference of 
two days makes a material differ- 
ence in comparisons. 

The exact level of department-store 
sales, as shown on the adjusted 
weekly indicator below, rose to 317 
in the week ended Dec. 4, 1948, and 
was just equal to the level of the 
indicator in the week ended Dec. 
6, 1947. November sales on the 
Federal Reserve Board adjusted 
monthly index were only 5 per cent 
below November, 1947. 

The gain in Christmas sales over a 
year ago expected by department 
stores, however, still has not been 
realized. 

Price averages are slipping a bit. 

Wholesale prices fell to 163.7 on 
the Bureau of Labor Statistics index 


Inventories and Sales of 296 
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in the week ended December 7, 
lowest in almost seven months. 
Retail-price cuts on a wide scale 
have appeared in clothing, meat 
and household appliances. 
Inventories stood at a record high of 
$54,400,000,000 on November 1, up 
$6,600,000,000 from a year ago. 
Manufacturers held stocks of $30,- 
800,000,000, retailers $15,200,000,- 
000, wholesalers $8,400,000,000. 
Department-store inventories, 
shown for 296 stores in the top 
chart, climbed to a record high on 
November 1, up 15 per cent from a 
year ago. Stocks were equal to 2.7 
months’ sales at the November rate. 


(1935-39 = 100) 















That compares with 2.2 a year ago 
and 2.5 in 1939-40. 

Large inventories are found in other 
types of store. Retailers of home 
furnishings had stocks November 1 
equal to 2.4 months’ sales at the 
October rate, against 2.3 months in 
1940. At wholesale, stock-sales ra- 
tios have risen since 1940 from 1.5 
to 2.1 in apparel, 1.7 to 1.9 in dry 
goods; | to 1.2 in lumber and 
building materials. 

Trade inventories as a whole, how- 
ever, are no higher than in 1940 in 
relation to sales. Retail-store inven- 
tories were equal to 1.3 months’ 
sales in October, compared with 
1.4 in 1940. Wholesale inventories 
are equal to about one month’s 
sales, the same as in 1940. A drop 
in sales, however, could make in- 
ventories excessive in many lines. 

Unemployment rose to 1,831,000 on 
November 13, up nearly 200,000 
from October 9 as workers were 
laid off. 

Exports, on the other hand, rose to 
a rate of $12,240,000,000 per year 
in October, highest since May. 

Factory output rose to 203.4 on the 
weekly indicator below, from 202.9. 

Supply of most consumer goods has 
caught up with demand, and in- 
ventory pipe lines are full. The 
important question now is whether 
general price cutting will be tried 
to stimulate consumer spending, 
and whether, if prices slide, busi- 
ness and consumers will continue 
to spend at record rates. 
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RISE IN PERSONAL SAVINGS 


Savings, turning upward 
again, promise the U.S. public a 
cushion against hard times. 

The rate of personal saving is 
higher than at any time since 
1945. Sales of savings bonds 
are setting new postwar records, 
cashing of bonds is declining. 

High-income people account 
for most savings, but the urge to 
save seems to be catching on 
with the whole public. 


Savings of the American people are 
picking up again. 

Total personal savings, as measured 
for the third quarter of 1948, are build- 
ing up at the greatest rate since late 
1945. The public is buying more U. S. 
savings bonds than at any time since 
war years. The upward trend is es- 
pecially striking in the case of series E 
bonds, the kind most widely owned by 
individuals. 

There are indications that current sav- 
ings are increasing most rapidly among 
higher income groups. Nevertheless, the 
trend in volume of savings suggests that 
the public as a whole is putting away a 
substantial cushion against any hard times 
that might develop in the future. 

Personal savings, over all, reached 
an annual rate of $15,200,000,000 in the 
third quarter of 1948. That was $3,500,- 
000,000 greater than the second-quarter 
rate and $3,200,000,000 greater than the 
first-quarter rate. The last time savings 
were greater was in the last quarter of 
1945, when the rate was reported at $17,- 
900,000,000. 

Commerce Department officials believe 
the 1948 tax cut was responsible for 
much of the sharp upturn in savings that 
showed up in the third quarter. This 
should also be a sustaining factor for sav- 
ing during the remainder of this year 
and 1949. 

However, the Federal Reserve Board, 
in a recent study of spending and income, 
points out that the public has been tend- 
ing to save a little more out of income 
for more than a year. FRB takes the re- 
cent upturn in saving to indicate that in- 
flationary spending by consumers is mod- 
erating. 
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High Income Groups 


Savings bonds, as the chart on this 
page shows, have reached a record vol- 
ume of $52,542,000,000. This is the total 
amount outstanding in all three series— 
E, F and G. The increase in the first 11 
months of 1948 was $3,231,000,000. Of 
that, $2,559,000,000 was in net sales— 
that is, the excess of purchases over re- 
demptions. The remainder is accounted 
for by accruals of interest on outstanding 
bonds. The amount outstanding increased 
$2,682,000,000 in 1947 and $1,923,000,- 
000 in 1946. 

Series E bonds, after a dip in 1946, 
have been picking up in volume and now 
are outstanding in the record amount of 
$32,012,000,000. These bonds are owned 
by an estimated 75,000,000 to 80,000,- 
000 persons. 

Total sales of E bonds, in 11 months of 
1948, reached $3,824,000,000. Officials 


Show Biggest Incre 


predict that sales for the full ye, 
total $4,200,000,000. Sales in 19¢ 
$4,085,000,000. 

Redemptions in the first 11 mog 
1948 were $3,422,000,000, leaving, 
sale of $402,000,000. In the same y 
of 1947, redemptions were $180 (j 
larger and net sales $245,000,000 y 

All told, the amount of E bond 
standing increased $1,015,000,000 
first 11 months of this year, Inter 
crual accounted for about $600,0% 
of that. 

F and G bonds accounted fy 
sales of $2,158,000,000 in the fis 
months of 1948, compared with $]7 
000,000 in the same period of 1947] 
increase in amounts outstanding \ 
little greater than that, the differ 
representing interest accruals, 

Part of the rise in sales of savings} 
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be accounted for by an increase in 
IB ings 00 amounts available to single 
fs, The Treasury last March raised 
 jimit on E bonds from $5,000 to 
00 in any one year. For 15 days last 
5. the limit on F and G bonds was 
* from $100,000 to $1,000,000. Big 
tors, thus, were given an opportu- 
-to buy more bonds, 

Denominations of bonds sold also in- 
ute heavy buying by persons in the 
her income groups, According to a 
jury survey made during the sum- 
sales of E bonds in the big denom- 
tions, $100 to $1,000, have been hold- 
high. In the small denominations, sales 


been dropping off. 
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; full Vea 
'S In 1947 


t 1] Mont 
), leaving ; 
he same » 


> $180, his trend bears out the findings of a 
( 10,000 sa pling survey taken early this year for 
bond . Federal Reserve Board. Poll takers 
00,000; overed a heavy concentration of sav- 
aa bs in upper income groups. 

; Al 


he urge to save, nevertheless, ap- 
1s to be catching on with the public 


unted {oy a whole, Low-income persons appar- 


n the fis ily are buying fewer savings bonds, but 
Pr al] } declining rate of bond redemptions 
of 1947, Hicates a growing reluctance on the 
— "Mit of savers to cash in the bonds they 
alk “ eady have. : : 

i? The U.S. Treasury is trying hard to 
swage ild up sales of bonds among wage 


ers and salaried people. More than 
500,000 persons now are buying bonds 
@ the pay-roll savings plan. Officials 
Wipe to increase that number to 8,500,- 
) in the next few weeks. 


HOW TO DETECT 
COUNTERFEIT BILLS 


A warning is being issued to business- 
fn and bankers to be on the lookout for 
nterfeit $10 and $20 bills during the 
ristmas shopping season. Such bills are 
ing passed by a ring of New York 
nterfeiters. 
The fake bills, closely resembling those 
ed by the Federal Reserve Bank of 
hicago, are turning up largely in New 
k. A few also have appeared in Chi- 
go and Baltimore. One man has been 
sted in Baltimore for passing the 
money. Other cities, particularly in 
Midwest, are currently being watched 
possible new outlets for the counter- 
ters, 
To date, no more than $10,000 in 
iterfeit money is believed to be in cir- 
ation, not the millions of dollars that 
d been reported earlier. But U. E. 
tughman, chief of the Secret Service, has 
dered a close watch for more of the 
Hs as Christmas trade increases. Officials 
pint out that, at this season, the large 
imber of inexperienced clerks in stores 
ound the country might reduce the 
ance of the bil!s’ being detected. 

to look for in handling sus- 
t $10 and $20 bills, according to 
reret Service officials, is this: 
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MONEY: REAL—AND—LEGAL 





—Harris & Ewing 


... on the McCoy there’s nothing wrong with Hamilton‘s nose 


Back of the bills are printed with a 
much darker green color than genuine 
$10 and $20 bills. A comparison of any 
suspect bill with a genuine one is sug- 
gested as the quickest means of telling 
whether the color is right. 

“G” series notes apparently are the 
only ones being duplicated by the coun- 
terfeiters. Each note carries a large letter 
“G” in the left-hand ring on the face of 
the bill. On genuine bills, this indicates 
currency issued by the Federal Reserve 
Bank of Chicago. Relatively few of these 
bills normally appear outside the Mid- 
west. Therefore, all “G” notes elsewhere 
are suspect. 

Engraving flaws on the counterfeit 
notes are few, but can be detected on 
close examination. Serial numbers are in 
heavier type than on genuine bills. On 
the fake $10 bill, the Hamilton portrait 
shows a heavy black line across the bridge 
of the nose, and a small white speck 
mars the background of the portrait. On 
the $20 note, there are defects in some of 
the letters of the words “Secretary of the 
Treasury.” 


SLOWDOWN IN RISE 
OF CREDIT SALES 


Consumer credit is reaching new high 
levels. During October, according to Fed- 
eral Reserve Board reports, consumers 
added $278,000,000 to their debts, bring- 
ing the total to a record $15,039,000,- 
000. Even so, there are indications that 
the rise in consumer credit may be tap- 
ering off. 

What is happening can be seen by 
examining details of the October figures. 

Charge accounts made up $230,000,- 
000 of the month’s total increase in credit 
volume. This represented merely a sea- 
sonal increase. The outstanding total of 
charge accounts at the end of October 





was $155,000,000 less than the peak of 
December, 1947. 

Installment credit, now being regu- 
lated again by the Federal Reserve Board, 
rose only $30,000,000 in October. This 
was the smallest increase for any month 
since last January. The rise that month 
also was $30,000,000. In October, 1947, 
installment credit increased $176,000,- 
000. 

Automobile credit rose $39,000,000 in 
October, compared with an average 
monthly increase of $71,000,000 during 
the 12 months ending with October. 

Other installment-sales credit picked 
up $6,000,000, compared with an av- 
erage rise of $50,000,000 a month during 
the preceding year. 

Installment loans declined $15,000,000 
in October. In the year before that, such 
loans had advanced by an average of 
$67,000,000 a month. 

Single-payment loans increased 
$16,000,000 during October. This com- 
pares with an average rise of $19,000,000 
a month during the preceding year. 

Service credit gained $2,000,000, a 
little less than the average monthly in- 
crease during the year ending October 
31. 

Measured by income, total con- 
sumer credit eased off a bit in October. 
At the end of that month, consumer debt 
amounted to 7.55 per cent of total dis- 
posable income available to the public, 
compared with 7.62 per cent at the end 
of September. Before the war, consumer 
credit used to run 10 to 12 per cent of 
income. 

Thus, there are signs that the boom in 
consumer credit is beginning to slow 
down. Some businessmen are complain- 
ing that regulation of installment credit 
is working a hardship on their companies. 
FRB, however, apparently has no inten- 
tion of lifting the control system any 
time soon. 
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“MUST” NEWS 





The Management Staff, the 
Production Staff, the Engi- 
neering Department, and the 
officials responsible for sales, 
distribution, and transporta- 
tion—these men and _ their 
assistants naturally are cover- 
to-cover readers of U.S. 
News & World Report be- 
cause they must keep in- 
formed on national and 
international trends—which 
today, more than ever, is 
“must” news. 


Advertising in this magazine gains 
prestige and importance when ap- 
pearing next to this important 
“‘must”? news. 


U.S. News & World Report 


Advertising Department 


30 Rockefeller Plaza New York 20, N. Y. 
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THE TEXAS COMPANY 


we 


A dividend of 75¢ per share or three per 
cent (3%) on par value of the shares 
of The Texas Company has been declared 
this day, payable on January 3, 1949, 
to stockholders of record as shown by 
the books of the company at the close 
of business on December 10, 1948. The 
stock transfer books will remain open. 


L. H. LINDEMAN 
Treasurer 








185th Consecutive Dividend paid 
by The Texas Company and its 
predecessor. 








November 19, 1948 
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Reg. U.S. Pat. O 


What you as a businessman CAN and CANNOT | 
as a result of federal court and administrative decisis, 


YOU CANNOT safely tell your em- 

ployes that it would be less costly 
to close down your plant than to bargain 
with a union. The National Labor Board 
finds that such a statement by one em- 
ployer was an implied threat of reprisal 
for union activities, in violation of the 
Taft-Hartley Act. 


* * * 


YOU CANNOT always be required 

to pay a tax on the income of a 
trust that you set up even though you 
have the right to remove the trustees, 
who have extensive powers over manage- 
ment of the trust. The U.S. Tax Court 
holds in one case that the creator of a 
trust, who did not retain such rights as to 
become, in effect, owner of the income, 
was not taxable on this income, although 
bearing power to replace the trustees. 


* * * 


YOU CAN use an export license, 

which was due to expire between 
November 10 and December 30, to ship 
goods from U.S. ports any time up to 
December 30. The Office of International 
Trade extends these licenses. The action 
is taken to enable exporters to utilize 
licenses that could not be used because 
of the tie-up of shipping during the 
longshoremen’s strikes on the two coasts. 


* * * 


YOU CAN now export certain types 

of twine and cord and certain 
grades of Manila and sisal fibers. The 
Office of International Trade announces 
that licenses will be issued for export of 
these items. 


* * * 


YOU CANNOT, in figuring the 

overtime pay of your employes, 
fail to include in their regular rate of 
pay a bonus that is paid at set intervals. 
This ruling is made by a circuit court of 
appeals, in expanding two of its earlier 
decisions on a similar point. The court 
overrules a lower court, and says that a 
regular bonus must be taken into ac- 
count in computing overtime under the 
Fair Labor Standards Act. 


* * * 


YOU CAN pay a Christmas bonus 

to an employe, who is taking on-the- 
job training under the GI Bill of Rights, 
without considering the payment when 


figuring the ceiling on his com) 
wages and Government allotment 7 
Veterans’ Administration announces} 
these bonuses need not be chy 
against the income ceilings for tai 
if the payments are in “feasop 
amounts” and are made alike to aj, 
eran and nonveteran employes, 


* * * 


YOU CAN, under a federal « 
plus contract, sometimes incly); 
an item of overhead cost the full an 
of federal capital-stock taxes allocab), 
the contract. The Comptroller Ce 
allows one contractor to include g 
taxes, despite the limitation on reimby, 
ment of taxes of this kind in the \j 
Department Technical Manual. 


* * * 


YOU CANNOT, as a landlord »: 

ject to rent control, always dix 
tinue services previously supplied toy 
tenants. The Supreme Court, by refus 
to review a lower-court decision, jn; 
fect upholds a ruling that a landlord 
guilty of contempt for violating an or 
restraining him from withholding 
ices previously furnished to tenants py 
ing maximum rents. 


* * * 


YOU CAN now avoid being tay 
twice on your income by the 
and the Netherlands or Denmark. 1 
State Department announces formal rif} 
fication of tax treaties with the tj 
countries. The treaties are aimed at p: 
venting double taxation of the same} 
come and elimination of tax evasion. 


* * 


YOU CAN apply now to the Of 

of Domestic Commerce, Departme 
of Commerce, for a permit to import tif 
bearing alloys into the U.S. dun 
the first quarter of 1949, Applicatis 
should be filed before December 29. 


* * * 


YOU CAN sometimes avoid pay 

overtime-on-overtime rates to) 
employes by using work weeks that so 
on different days for different emplore 
The Wage-Hour Administration offer: 
formula under which this can be dot 
The formula calls for the official wo 
week of each employe to start on the «i 
after his regular day off. 





Conclusions expressed in these paragraphs are based upon decisions and rulings © 


courts and Government bureaus. In making their decisions, courts and_ bure 
many facts which, for reasons of space, cannot be set forth in detail. U. S. New 
Report, on written request, will refer interested readers to sources o 
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BS. SHANGHAI... +WASHINGTON....PARIS....FRANKFURT.... 








eral all > As the Communist tide rolls southward into China's Yangtze Valley..... 
S include American and European businessmen there wonder what to do next. 
aa Occidental interests in and around Shanghai are large. Direct investments 
ler Geng in factories, refineries, utilities, banks and the like came to somewhere around 
gent $600,000,000 just before the war. Changes have been small since then. 
in the | The British have the largest stake, by far, in the Shanghai area. Gas and 
ul, water companies, cotton mills, breweries, warehouses, packing plants, shipping 
companies, banks are just a few of their interests--worth about $500,000,000. 

ndlord Americans have around $45,000,000 invested in power and telephone companies, 
ie oil refineries and distributing plants, paper and dairy outfits, schools, etc. 
by refu The French interests are just about as extensive as the American. Belgian, 
"ha Dutch, and Italian companies also are prominent in the area. 
1g an of Pulling up stakes is obviously impossible for most of these enterprises. 
Iding sel Only thing to do is to sit and wait for what happens. If the Communists 
“nants take over, business will have to be done with them. 

What funds are in the hands of the Communists is not known. Matter of ex- 


tending credit may be difficult. Nationalist Government is likely to leave lit- 

















a tle of its cash around for the Communists to snatch. 

mark, 1 Biggest worry of foreigners in the Shanghai area right now is the possi- 
— bility of heavy fighting or widespread looting there. Hope is that American and 
red at pr British troops and naval units can protect foreign personnel and property. 


ay Over the longer term, the big problem is whether the Communists, if they 
win out, will expropriate private companies and especially foreign companies. 

the Of American interests feel less sanguine about what lies ahead than the British, for 
Jepartne example, in view of large American aid to Nationalist China. 
import fing American aid to Communist China is an impossibility. Thus, if Shanghai is 
“ia taken by the Communists, the foreigners there will find themselves behind the 
ber 29, Iron Curtain. Few U.S. products will be exported to them. 

What's more, even if these foreigners can make their peace with the Commu- 
vid pail nists, the area where they could carry on business will be devastated by war. 
tes to oq Damage to railroads, roads, mines, factories, crops lying in the path of 
fer the fighting will impoverish the only marketing area open. All in all, the 
n ofes® prospects for foreign business in the important Shanghai district are dim indeed. 
t- : f 
yn the di 














>> Europe's shipping men see better times ahead..... 

Dollar earnings of European shipping will get a boost, if most of the bulk 
cargoes going to Western Europe from American ports are shifted over from U.S. 
Ships to ships of other countries. The Economic Co-operation Administration 
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WORLD COMMERCE-INDUSTRY-- (Continued) 














now is considering such a move. Freight rates are cheaper on non-U.S. Ships, 
European rates on bulk items, such as coal, grain and ores, are from $3 to 
$4.50 a ton cheaper for the North Atlantic runs from American ports. These bul 
cargoes have accounted for about four fifths of the total tonnage of ECA ship- 
ments since the Marshall Plan got under way in April. 
ECA has been requiring that 50 per cent of this tonnage go in U.S. Ships, 
Threat _ of the ECA now is to duck this requirement after January 1, unless 
U.S. rates on bulk cargoes are cut to the rates of other ship operators. 
Lower rates on ships of other flags are based on wages running only about a 
third as high as those on American ships. American operators of tramp Ships-- 
carrying most of these bulk cargoes--just can't meet the competition. Many tramp 
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operators will give up, if ECA has its way. The U.S. tramp fleet will shrink, Ha 
Losers will be American seamen who get laid off. Opposition will develop hs shi 
from unions, Shipping men, and the U.S. military, favoring a large, active mer. bes 
chant marine. But the ECA doesn't feel obligated to subsidize American shipping, PBlick tic 
Direct gainers, if ECA plans aren't stalled, will be countries with the The “d 
biggest fleets of tramps or bulk carriers. These are Britain, Sweden, Norway, age 
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Indirect gainers will be all the Marshall Plan countries. They will get 
their U.S. wheat and coal cheaper. That mearfS that their dollar grants from E(j 
will go further, that more products such as machinery and tractors can be bought. 










>> The job of making Western Europe a going concern, able to make both ends 
meet, has hardly been scratched yet. Now, for the first time, you can see what 
European planners think is involved if major countries are to climb out of the 
red by the middle of 1952, when Marshall Plan aid is supposed to wind up. 
Here's what the bigger countries have to do between now and then: 
Britain must boost industrial production, as a whole, by about 25 per cent. 
Coal must go up 25 per cent; steel, 14 per cent; power production, 22 per cent. 
Export target is 25 per cent higher than the present level. Imports also will 
be up 13 per cent, but most of this increase will come from the sterling area. 
Fewer things will be bought in the Western Hemisphere. Based on these figures, 
the Government expects Britain to balance her accounts, with a little to spare. 
France must show even bigger gains to break even in 1952-53. Over-all pro- 
duction must rise 40 per cent above this year's level. Coal output must go up 
24 per cent; steel, 74 per cent; electric power, 30 per cent. Plans call fora 
rise of 75 per cent in exports, most of the rise to be in industrial products. 
Imports will have to be cut 20 per cent, with the biggest reductions in food. 
The U.S.-British zone of Germany has the biggest job of all. Bizonia will 
just about pay its way by 1952-53 if industrial production zooms 64 per cent toa 
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point slightly above the 1936 rate. Agricultural output must reach the prewar tho are a 

level. Steel must rise 28 per cent and coal, 34 per cent. Export target is burma” mi 

four times as high as the present level and 60 per cent above the prewar rate. pec 

And imports are slated to rise 75 per cent. pars, Th 

| All the four-year plans, taken together, add up to a mighty big order. ae 
All _ kinds of trouble are hidden in these plans. Britain is expected to buy eeting. 

} more from the Continent than seems likely. Everybody hopes to buy less in the The Cal 

U.S., sell more. Race for export markets will be cutthroat. Apparently all tei 

countries can't have all the capital goods they want. Someone has to give way, D emerge, 

defer production. Meshing of all the plans is a bruising job ahead for the Mar- Ieee 

shall Plan countries. Big ideas must be squeezed into the general mold. ast, there 
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ess 
Out a 
dea RANGOON 
yp ENGLISHMAN looked wistfully around 
tramp ihe teak-paneled dining room of the 
ak, Club and fingered the open coltar 
lop his shirt. é oe s 
“In the old days,” he reminisced, “you 
ner= £1), cet into the dining room without 
dn t g 7 - . 
ping, [Blick tie. But it's different now. 
Ma The “difference” from the old days is 
‘ parent everywhere. For Rangoon has 
uy. en on a new look since Burma won its 
st pendence in January, and not the 
ist striking feature of its “new look” is 
1 ECA BF absence of Englishmen. 
ight, [For two hours I wandered through the 
ets without encountering a_ single 
iclishman—or any other non-Asiatic, for 
is t matter. British soldiers and officers, 
vhat [ho less than a year ago thronged the 
he eets of Rangoon, are gone. And, with 
y exceptions, Government offices are 
pulated exclusively by Burmese. 
The British colonial officers who ruled 
ma for nearly a hundred years have 
ent. 
nt. 
u i, 
Ae % # f 
es, - 
Te. 
pro-= 
up 
ra 
Se 
ill 
toa f 
ren replaced by young intellectuals, 
ar ho are attempting to create the “New 
fuma many of them planned as student 
? F 
: riders a decade ago and as leaders of 
‘ € nationalist movement in subsequent 
Bas. They lack experience, but not 
eas or enthusiasm. A session of . the 
‘ mese Parliament resembles a campus 
UY  Becting, 
1e The Cabinet is made up of men still 


their 30s. It will take at least another 
years for a class of “elder statesmen” 

Lys D emerge, 
Considering the militancy of Burma’s 
it-British nationalist movement of the 
kst, there is a remarkable absence of 


far- 


EMBER 17, 1948 





lack tie leaves Rangoon with the British, 


yt Burma‘s new elite manage to enjoy life 


hostility toward the British or any other 
outsider in Rangoon. As I walked through 
the streets, the shopkeepers and coolies 
displayed neither hostility nor curiosity. 
They were just indifferent. The English 
street names remain unchanged. One of 
the principal hotels is called the Strand, 
and, perhaps reflecting Burma’s desire 
for neutrality, another is called the Volga. 

The Burmese appear completely ob- 
livious to the crisis precipitated by a Com- 
munist insurrection. Pretty Burmese girls 
sit in cages along the main thoroughfares 
selling state lottery tickets. The side- 
walks are crowded with astrologers offer- 
ing their advice at bargain-basement 
rates. Everyone in Burma seems to live 
by the stars and few people make an im- 
portant decision without consulting an 
astrologer. The air-line offices complain 
that more often than not a booking is 
canceled because a passenger learns that 
the day he has chosen to fly is an unlucky 
day. 

A carefree atmosphere prevails every- 
where, despite grim reminders that only 
a short time ago Rangoon was threatened 
by mutinous troops and is not yet out 
of danger from insurgents. Roadblocks 
have been erected along many streets, 
and barbed-wire enclosures have been 
thrown around all police stations. The 
Secretariat, the main Government build- 
ing, is surrounded by a double barbed- 
wire barricade, and no one can enter 
without passing inspection at a heavily 
armed guardhouse. The streets are 
deserted by 10 o’clock, when an all-night 
curfew begins. 

But the Burmése of Rangoon have 
simply adjusted their night life to crisis 
conditions. Dancing at the Volga begins 
now at 5 o'clock instead of 9. em 


Land for the poor— 
if they followed Tito 


LOVSENAC, YUGOSLAVIA 

NE OF THE MOsT adroit bits of politi- 

0% patronage the world has seen 

in recent years is Marshal Tito’s land- 
reform program in Yugoslavia. 

The area most affected by the land 

reform has been the Vojvodina, the rich- 











est section of Yugoslavia’s Danubian 
Plain. Once a Hungarian duchy, the Voj- 
vodina was inhabited largely by Ger- 
mans, Yugoslavia’s wealthiest farmers, 
who settled here in the 19th century. 
Since the war, almost all of these Ger- 
mans have,fled or have been deported as 
wartime collaborators with the Nazis. 
Their farms have been given to colonists 
from land-starved sections of Monte- 
negro, Croatia, Bosnia-Herzegovina and 
other impoverished areas. Some 42,000 
families have been transplanted. 

Marshal Tito’s supporters are the chief 
beneficiaries of his land program. Only 
former partisans, or the families of parti- 
san dead, have been permitted to move 
to this fertile triangle, where Yugoslavia, 
Hungary and Rumania meet. And the 
family of each colonist has been given 
about 15 acres, compared with five acres 
per family that were given in other 
land-reform areas. 

How this experiment is working out 
can be seen here in the Vojvodina village 
of Sekic—now renamed Lovsenac—where 
some 5,000 Montenegrin colonists are 
reaping the benefits of Tito’s munificence. 

Not a family would willingly go back 
to the interior. In the Black Mountains of 
Montenegro, they will tell you, peasants 
still live in mud-walled, thatch-roofed 
huts, lighted by oil lamps. Here, the 
colonists reside in the substantial brick 
homes built by German farmers and 
equipped with electric light. 

Families among them who are not 
partisans can be counted on the fingers 
of one hand. One fourth of the adults are 
members of the Communist Party. All 31 
members of the elected town council are 
party members. 

First year in their new home was a 


61 

















NEW_ISSUE 


Dated December 1, 1948 








The First Boston Corporation 


These securities having been sold, this advertisement appears as a matter of record only. 


December 8, 1948 


$150,000,000 


American ‘Telephone and 
Telegraph Company 


Twenty-Five Year 338% Debentures 


Due December 1, 1973 


Price 101.61% and accrued interest 


The Undersigned acted as Representatives for the several Underwriters 
named in the Prospectus. 


Halsey, Stuart & Co. Inc. 





























You'll find the key to per- 
fect vacations ...and to 


lifetime opportunities in 
Miami's beautiful new full- 
color booklet. Mail this 
coupon, today! 
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Tropic metropolis...hub of all South 
Florida’s sun-fun vacationland...plus 
golden opportunities of a young, fast- 
growing city...opportunities that have 
enabled literally tens of thousands of 
new residents to embrace a new, excit- 
ing, sunbright way of living for good! 








INFORMATION DIVISION, ROOM 304 
CITY HALL, MIAMI, FLORIDA 











LM) 

















y twice 


difficult one for the Montenegring, \y : 
times: 4 


them arrived too late in 1945 to pl 










winter ciop. Though the Governmey want 
them, partly with UNRRA supplies j bd how 
was short. The change in ality, Jee" pa) 





ers. 

rsema 
nle for | 
many 
pre the 





climate brought an upswing in the gj 
culosis rate. 

As the plowing season approach 
the spring of 1946, the Comp, 
leaders in the village began to agity, 
















collective farms. The campaign was) help 
successful here than in the Vojyodiy for th 
a whole. Over the whole proving | 5 board 
more than half the colonists entere4 gnth an 
lectives. In Lovsenac, all but 20 fay; part fr¢ 
agreed to pool their land for colle" d 





drobe 
se rest 
in the 
rements 
PTS. 
Parents 





farming. 

The 1946 harvest, though di 
ridden, made the village self-suppo 
Last year’s harvest produced a gy) 
which was sold to the state at low § 
prices. The 1948 crop is better ye 








corn yield double that of 1946, childre 
For Marshal Tito’s Communist ?, ed Sp 
the benefits are obvious. Vojvodina fygmt® 4° h 
on less than one tenth of the comme ‘te 
land area, produced more than 3) ths fo 
cent of Yugoslavia’s prewar wheat a still 
virtually its entire grain surplus fori hen 1 
consumption and export. Now this q@vee2 F 
farm land is in the hands of jp 4 Pri 
partisan veterans, instead of dissiqmting int 
Germans. ponder, W 
ents Cal 

niversit 

Oo I e ff so. AL 
n y a prince ATO mission 

. : For mos 
middle-class things fess 
better t 






































aplete s 
rding s 
br is it 
er year’ 
ve risen 
ted to 
> Bmpulsor 
Whe gre 
itain is 
e real i 
unk cor 
ed awa’ 
listribut 
borers ir 
Brvices, | 
orter ho 
to the 
eat Brit 
e benef 
vice tl 
ose wh 
bckgrour 
At the 
ritain fir 
the nev 
he rest 
ight var 
ention, 
hat life 
ly roya 
pportuni 
buch of 


LOW 

RINCESS ELIZABETH’s infant Pi 
Pro second in line for the bi 
throne, is sure to lead a life far difl 
from the rest of his countrymen. The 
between royalty and commoners £ 
much less at present than ever bel 
but the contrasts that exist are si 
cant of what it is like to be an Eng 
man nowadays. 

At the outset, the baby Prince fi 
himself well sheltered in a heredit 
palace and certain that living qu" 
never will be one of his troubles.) 
housing is an acute problem for th 
sands of Britons. ; 

New construction is concentrated 
working-class dwellings, and those 


U. S. NEWS & WORLD REF ECEMBE 












Hy twice as much to build as in pre- 
nes. A young couple of the middle 
wanting to start a family, must buy 
ij house at a highly inflated figure 
a pay a big premium to rent living 






& in the mel: 
1g in the ty isemaids and staffs of attendants are 
jp for the royal standard of living. 
y 








“PProache many families that had one servant 
K Con Bre the war find they cannot afford 
1 to agitat help now. Servants available in 


ign wa for the equivalent of $30 a month, 
+ VO}Vodin . > receive $5 
Wadi | hoard and lodging, now receive $50 


PIOVince,§ 
ts entered onth and more. . 

rut 20 Ted part from family gifts and numerous 
a ; the royal child will have his 


: b gents, . . . 
=o robe deliberately limited lest it 


resentment. But his advantage 


i - in the competition to meet his re- 
ed a ements by the best tailors and out- 


> at low, game 
aa - brents generally find basic garments 
ye, a 


146 children within reach. Shoes and 
: ed specialties are plentiful. But 


deed fe are high prices and long waits for 
the comme rationed garments, up to three 
than 3) ggnths for custom-made dresses and 
+ wheat gs, still controlled. 

lus for y Vhen it comes to a Career, the gap 
Vow this qgween Prince and commoner widens 
nds of jp A Prince never has to worry about 


of dissiqmiting into an exclusive school nor to 
“BBnder, when he is there, whether his 
ents can afford it. If he wants to go to 
niversity he is certain to be able to 
s. An Army, Navy or Air Force 
affo Wnmission is his for the asking. 
\ For most youths in Britain, the amount 
ings education available at public expense 
etter than ever. But there still is no 
plete substitute for the distinguished 
ring schools where costs have soared. 
br is it easy to arrange and _ finance 
ler years at a university, where fees 
risen and plans have to be ad- 
ted to accommodate 12 months of 
pulsory military service. 
Whe great leveling process in postwar 
itain is having quite definite results. 
e real income of the middle class has 
unk considerably. Much of the income 
ed away from the middle class is being 
listributed under socialism to the hand 
borers in expanding welfare and health 
rouevices, higher rates of hourly pay and 
ant Pag@otter hours of factory work. As an off- 
the Bigg to the gains of the organized workers, 
‘ar difeqmeeat Britain appears now to be losing 
sn, The@@e benefit of the experience and the 
ners service that always have come from 
ver begmose who had a broad educational 
are sigigeckground. 
in Engi At the birth of a prospective King, 
ritain finds little difference in the diets 
rince fi the new Prince and the scanty fare of 
hereditag@e test of his countrymen, and only 
g quitq@ight variations in clothing and medical 
uubles. Hgtention. What is becoming obvious is 
for thagpat life in Britain has changed so that 
ly royalty is entirely certain of the full 
ntrated (@#PPortunities that once were open to 
those uch of the middle class. C. H. K. 


D REUMPECEMBER 17, 1948 


R 














a 


a 











SECOND DECADE OF 
PLANNED PROGRESS... 





... With a large fleet of 
Diesel-powered ‘‘Rocket Freights”’ 


Increasing numbers of shippers throughout America are 
relying on Rock Island’s fast, efficient freight service. 
Huge Diesel locomotives haul mile-long freight trains at 
express speeds. More than 23,000 Rock Island “package 
cars” annually give through service to L.C.L. shipments. 
Rock Island has 272 Freight Representatives, whose ex- 
perience totals more than 3,600 years, strategically lo- 
cated in 71 cities. They are experts on packaging, mark- 
ing and stowing methods, and on rates and routes. 
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. . . With 8000 miles of modern 
right-of-way in Mid-America 


More than fifty million dollars has been invested by 
Rock Island during the past ten years in improving its 
right-of-way through 14 states. Curves have been 
straightened. Grades have been reduced. 1333 bridges 
have been built or rebuilt. Stations have been built or 
remodeled. Centralized traffic control and short wave 
radio have been installed. In short, Rock Island today 
is among the nation’s leaders in modern freight and pas- 
senger service. 


ROCK ISLAND LINES 


Route of the Rockets 
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Hoover Plan’s Hurdle in Congress . . . British Splj 
On ‘State’ Steel... Vatican Goal: ‘Cold War’ Truce 


Inside fire on Robert Lovett, Under 
Secretary of State, is lessening now 
that it is clear that President Truman 
is determined that George Marshall 
stay on as Secretary of State. The 
New Deal wing of the White House 
organization had been gunning for Mr. 
Lovett ever since Election Day, on the 
ground that he was a New York 
banker. 


xk k * 


Fred Vinson, Chief Justice of U.S., 
would greatly prefer that the Presi- 
dent not offer him the Secretaryship 
of State if Secretary Marshall should 
be forced by reason of health to re- 
sign. The Chief Justice is No. 1 ad- 
viser to Mr. Truman and the man the 
White House would incline to favor if 
it should become necessary to fill the 
top diplomatic post. 


xk *& 


President Truman was referring only 
to the period immediately ahead when 
he said that he planned no changes in 
his present Cabinet. Several changes 
are due during 1949. 


xk k * 


Julius Krug, Secretary of the Interior, 
is scheduled to retire during the first 
half of 1949, with Oscar Chapman, 
Under Secretary, the most probable 
choice as successor. 


xk kx 


Kenneth C. Royall, Secretary of the 
Army, is improving his chance to be- 
come Secretary of Defense when and 
if James Forrestal steps out of that 
office. Mr. Royall has pleased the 
White House by insisting that Army 
officers avoid lobbying for appropria- 
tions larger than the President decides 
they should have. The Navy and Air 
Force are less ready to accept a fixed 
ceiling on their demands for money. 


K s* xX 


John Snyder, Treasury Secretary, is 
not prepared to give enthusiastic 
backing to a revived excess-profits tax. 
The White House is not getting any 
large amount of support from its tax 
advisers for a tax on “excess’’ profits, 
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owing to the problem of determining 
what is an excessive profit in peace- 
time. 


kk * 


Thomas Dewey, defeated Republican 
candidate for the Presidency, is in- 
clined now to blame his defeat on 
division within the party which in- 
fluenced him against a vigorous cam- 
paign with a New Deal tinge to it. 
Governor Dewey is convinced that, if 
he had outlined his ideas about a per- 
manent program of price supports for 
agriculture, he would have stopped 
the farm revolt that did much to 
cause his defeat. 


xk k * 


Herbert Hoover is to find that leaders 
in Congress are cool to the idea of 
ending functions of Government as a 
means of saving money. 


Kw ok *& 


Some Government agencies already 
are laying their lines in Congress to 
resist Hoover Commission plans for 
streamlining Government administra- 
tion. Army Engineers, for instance, are 
not pleased by the proposal that their 
civilian activities be merged into a 
new Department of Public Works, 
along with the Bureau of Reclama- 
tion and Federal Works Agency. 


KS o% 


Gen. Charles de Gaulle, who aspires 
to leadership in France, is reported by 
U.S. diplomats to have missed the 
political boat for the time being at 
least, and maybe for good. French 
people are reported to be coming 
around to the idea that they can work 
their way through their troubles with- 
out a “strong man.” 


xk k 


Chiang Kai-shek, China’s Generalis- 
simo, is not getting much U.S. en- 
couragement for his idea of continued 
rule even if he has to set up a Govern- 
ment in exile in event of a complete 
victory for the Communists. Highest 
U.S. officials have made up their 
minds that Chiang no longer can lead 
the Chinese people. 


Leaders of China, U. S. officials 
known, will not need to live in 
even if forced into exile by th 
veloping revolution. Many imp 
families in China continue to » 
large numbers of dollars althoyg 
country itself is impoverished. 


*« & & 


British businessmen in China ap 
set to do business with the ¢ 
munists once they take over the 
trading centers. U.S. businesgms 
China are less sure of the cours 
will try to follow. 


x k * 


Joseph Stalin is prepared to big 
time in dealing with U.S. hy 
that a change in the U.S. Deg 
ment of State will result in a“ 
U.S. line in relations between 
and Russia. The Russian idea is 
U.S. will have a hard time conti 
to be tough once its mind is distrz 
by troubles at home. 


x wk * 


The Vatican is interested in find 
way for Premier Stalin and Mr. 
man to negotiate at least a tru 
the “cold war.” Mr. Truman’s 
election is referred to as a “uni 
opportunity” to lay the basis for 
kind of settlement so that the wot 
nerves can calm down. 


kk * 


Clement Attlee, British Prime Mi 
ter, and Sir Stafford Cripps, Gh 
cellor of the Exchequer, are 0 
the idea of nationalizing the B 
steel industry. Hugh Dalton 
Aneurin Bevan, representatives mt 
Labor Party’s left wing, howé 
threaten a party split unless ste 
nationalized. 


kk * 


Philippine officials in Manila 
mulling over a report that the! 
pino agitator who has been leadif 
peasant revolt is now en route 
Russia aboard a Russian submal 
The inference is that he is to und 
training before a return trip ! 
more trouble. 
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